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CONSOLIDATION  OF  CITRUS  PACKING  HOUSES 
IN  THE 
ONTARIO-CUCAMONGA  AREA 

by 

J.  M.  Tinleyi/  and  G.  W,  Parks-^ 
INTRODUCTION 

Reason  for  Study.— In  February,  1952,  the  Board  of  Directors  of  the 
Ontario-Cucamonga  Fruit  Exchange^'^  requested  the  College  of  Agriculture, 
University  of  California,  to  undertake  a  study  of  the  operations  of  the 
eight  cooperatively  owned  citrus  packing  houses  affiliated  with  the  Exchange. 
In  submitting  the  request  the  Board  indicated  that  acreage  planted  to  citrus 
fruit  in  the  area  had  declined  within  recent  years  and  that  costs  of  handling 
citrus  fruit  in  the  several  houses  had  risen  appreciably,  thus  adversely 
affecting  returns  to  growers.    It  was  pointed  out  that  similar  conditions 
existed  in  several  other  areas  of  the  state.    In  some  of  these  areas 
attempts  had  been  made  to  consolidate  the  operations  of  packing  houses. 
Such  consolidations  had  taken  place  in  a  somewhat  haphazard  fashion  and 
had  not  proved  satisfactory  to  growers.    It  was  the  opinion  of  the  Board 
of  the  O.K.  Exchange  that,  although  consolidation  of  packing  house  operations 
in  their  area  might  be  desirable,  such  consolidation  should  be  undertaken 
on  a  more  rational  basis  and  only  after  a  careful  analysis  of  the  economic 
and  financial  factors  involved. 

Discussion  with  the  Board  of  the  O.K.  Exchange  indicated  that  specific 
information  was  desired  regarding:  (a)  past  and  probable  future  trends  in 
the  production  and  utilization  of  the  various  types  of  citrus  fruit  in  the 
area  served;  (b)  the  influence  of  market  factors  upon  the  prices  received 
fcy  local  packing  houses  for  fruitj  (c)  the  relation  of  volume  of  fruit 
handled  and  packed  by  the  eight  affiliated  associations  to  unit  costs  of 
packing  and,  especially,  the  reasons  for  and  magnit\ide  of  variations  in 
such  costs  as  between  houses  and  as  between  years  in  the  same  house j 
(d)  the  physical  resources  of  each  packing  house  and  the  extent  to  which 

1/  J.  M.  Tinley,  Professor  of  Agricultural  Economics,  Agricultural 
Economist  in  the  Experiment  Station,  and  Agricultural  Economist  on  the 
Giannini  Foiindation.. 

2/  G.  W.  Parks,  Field  Assistant. 

3/  Known  colloquially  as  the  O.K. Exchange.  This  colloquial  name  or  the 
wor5  "Exchange"  will  be  used  interchangeably  with  the  longer  title  of  this 
agency. 
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such  resources  were  utilized;  and  (e)  the  financial  status  of  each 
association  in  regard  to  net  book  value  of  assets,  the  extent  and  nature 
of  long-term  indebtedness,  and  the  equity  of  growers  in  their  associations. 

Finally,  the  Board  was  interested  in  specific  recommendations,  based 
upon  the  above-mentioned  aspects  of  the  situation  for  (a)  the  most  efficient 
organization  of  packing  house  facilities  in  the  area  from  the  standpoint  of 
grower-members  of  the  individual  associations,  and  (b)  an  equitable  plan  for 
financing  the  transition  from  the  existing  to  the  recommended  basis  of 
organization.    The  Beard  considered  the  situation  confronting  some  of  the 
houses  as  so  serious  that  at  least  a  preliminary  report  was  desirable  before 
July  1,  1952,  in  order  to  allow  individual  associations  ample  time  to 
consider  reorganization  before  October,  the  end  of  the  fiscal  year  for  most 
of  them.    All  the  eight  affiliated  associations  agreed  to  participate  in  the 
study.    Field  work  on  this  study  began  in  February,  1952,  and  a  preliminary 
report  with  recommendations  was  presented  to  the  Board  of  the  OtK.  Exchange 
and  to  the  Boards  of  the  eight  associations  in  June,  19^2. 

Scope  of  the  Study. — In  view  of  the  circumstances  cited  above,  it 
became  apparent  that  the  participating  groups  were  primarily  interested  in 
an  analysis  of  the  relation  between  volume  and  unit  operating  costs  in 
individual  houses.    Any  consideration  of  other  factors  that  might  affect 
the  internal  operating  efficiency  of  individual  houses  was  incidental  to 
the  main  objective. 

For  this  reason  it  was  thought  desirable  to  restrict  the  scope  of 
the  investigation  although  it  was  realized  that  n-umerous  other  factors  in 
addition  to  volume  handled  have  an  influence  on  unit  costs  of  operation  as 
between  houses  and  for  the  same  house  from  year  to  year.    Another  consider- 
ation in  restricting  the  scope  of  the  study  was  that  a  more  extensive  study 
would  have  required  additional  personnel  and  a  much  longer  period  for 
gathering  and  analyzing  relevant  data. 

Sources  of  Information. — The  data  on  which  this  study  is  based  were 
drawn  from  publications  of  the  University  of  California  and  of  State  and 
Federal  agencies;  from  publications  of  Sxinkist  Growers,  Inc.;-'^  and  from 
the  books  and  records  of  the  O.K.  Fruit  Exchange  and  of  the  eight  local 
cooperative  packing  associations.    In  addition,  information  and  advice 

U/  This  is  the  new  name  of  the  cooperative  corporation  previously 
known  as  the  California  Fruit  Growers  Exchange.  , 
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were  sought  from  the  managers  and  directors  of  the  packing  houses,  from 
the  Agricultural  Commissioner  and  the  Director  of  Extension  of  San 
Bernardino  County,  from  the  Fruit  Growers '  Supply  Company,  from  a  firm 
of  public  accountants  which  audited  the  books  of  several  of  the  partici- 
pating associations,  and  from  sundry  other  sources. 

External  Economic  Factors  Affecting 
Packing  House  Operations 

It  is  probable  that  over  80  per  cent  of  all  citrus  fruit  grown  in 
California  is  sold  cooperatively.    Grower  owned  and  controlled  local 
associations  operate  packing  houses  to  receive,  grade,  store,  pack,  and 
load  citrus  fruit  for  sale  in  domestic  and  foreign  markets.    These  local 
associations  usually  also  perform  other  services,  such  as  pest  control 
and  supply  of  fertilizer,  for  members.    The  majority  of  the  local 
cooperative  associations  are  affiliated  with  district  exchanges  (e.g.,  the 
Ontario-Cucamonga  Fruit  Exchange)  which  arrange  and  handle  sales  of  fruit 
on  behalf  of  their  affiliated  locals.    The  district  exchanges  in  turn  are 
affiliated  with  Sunkist  Growers  Incorporated  which,  among  other  activities, 
coordinates  the  selling  operations  of  the  district  exchanges  and  maintains 
sales  outlets  in  all  important  markets.    All  of  these  agencies  and  especially 
the  local  associations  (also  referred  to  as  packing  houses)  are  thus  vitally 
concerned  with  (a)  trends  in  the  acreage,  production,  and  utilization  of 
citrus  fruit,  and  (b)  trends  in  prices  and  cost  factors. 

Acreage;    California  and  Arizona  in  Relation  to  the  United  States. — 
Although  bearing  acreage  in  oranges  and  tangerines  in  California  and 
Arizona  has  expanded  considerably  since  192U-25,  California  has  become 
relatively  less  important  as  a  producer  of  these  two  types  of  fruit.  In 
the  five-year  period,  192U-25  to  1928-29,  about  57  per  cent  of  the  total 
bearing  acreage  of  oranges  was  located  in  California  and  Arizona  as  compared 
with  just  under  U3  per  cent  from  19UU-U5  to  19H8-U9  (Table  1).  California 
and  Arizona  are  relatively  unimportant  in  the  production  of  grapefruit, 
accounting  for  only  10  per  cent  of  all  U.S.  bearing  acreage  from  192ii-25 
to  1928-29  and  13  per  cent  from  19UU-U5  to  19U8-U9.    Practically  all  the 
bearing  acreage  in  lemons  is  located  in  California. 

Florida  now  surpasses  California  in  regard  to  bearing  acreage  in 
oranges  and  tangerines.    Both  Florida  and  Texas  have  far  greater  acreages 
in  grapefruit  than  does  California. 
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Table  1 


Bearing  Acreage  of  Citrus  Fruit— United  States 


Kind  of  fruit  and 
period 

Calif.  & 
Arizona 

Florida 

Texas 

other 
states 

U.S. 

total 

Calif -Ariz, 
as  % 
U.S.  total 

Oranges  &  Tangerine 

I92U-25  to  1928-29 
1929-30  to  1933-3ii 
193li-35  to  1938-39 
1939-itO  to  19U3-UU 
19hh-h$  to  I9U8-I49 

1000  acres 

s 

180,5 
197.  U 
221.8 
239.7 
2U6.7 

129.1 
175.1; 
226.5 
259.3 
296.0 

1.7 
10,9 
22.3 
25.6 
33.5 

1  1 

U.!; 
5.U 
7.3 
6.0 
1;.5 

315.6 
389.1 
i;78.2 
530.6 
580.7 

57.2 
50.7 
l;6.l; 
1;5.2 
1;2,5 

Lemons 

192i;-25  to  1928-29 
1929-30  to  I933-3U 
193I4-35  to  1938-39 
1939-iiO  to  I9U3-UU 
19UU-U5  to  19U8-U9 

I4I.2 
U0.6 
U3.6 
55.8 
6U.9 

U1.2 

hO,6 
i;3.6 
55.8 
6U.9 

100.0 
100.0 
100,0 
100.0 
100,0 

Grapefruit 

192U-25  to  1928-20 
1929-30  to  1933-3U 
I93I4-35  to  1938-39 
1939-UO  to  19U3-UI4 
19[tU-U5  to  19U8-U9 

6.6 
li;.7 
27.1 
28.6 
26,5 

i;9.1 
66.7 
83.5 
88.1; 
91.9 

h.h 
25.9 
67.1 
75.0 
79.6 

1 

60.1 
107.  U 
177.7 
192.1 
198.0 

10,0 

13.7 

15.2 

1U.9 

13.1; 

Source:    Calif,  Fruit  Growers  Exchange.    Statistical  Information  on  the  Citrus 
Fruit  Industry,  195l. 
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Acreage  in  Citrus  Fruitt    California. — The  trends  of  bearing  acreage 
of  citrus  fruit  are  shown  in  Figure  1.    Bearing  acreage  in  Valencia  oranges 
and  lemons  expanded  appreciably  between  192li-25  and  19U6-U7  and  in  grape- 
fruit to  about  1936-37.    On  the  other  hand  bearing  acreage  in  navel  oranges 
has  shown  a  distinct  downward  trend  since  192i|-25.    In  the  case  of  all  four 
types  of  fruit  there  has  been  a  pronounced  decline  in  bearing  acreage  since 
19U8-i;9.    The  apparently  large  decline  in  19h9-50  for  all  four  types  of 
citrus  fruit  was  in  large  measure  the  result  of  a  "tree-count"  made  in 
19U8-ii9  and  19U9-50  although,  from  information  available,  part  was  also 
due  to  an  actual  reduction  in  bearing  acreage.    As  a  result  of  the  "tree- 
count"  some  acreage  was  transferred  from  the  bearing  to  the  nonbearing 
category.    It  is  probable  that  the  actual  bearing  acreage  prior  to  19ii8-ii9 
was  somewhat  lower  than  was  shown  in  published  reports  and  in  Figure  1, 
If  correction  could  have  been  made  for  overstatement  of  bearing  acreage 
in  previous  years,  the  decline  in  19U9-50  would  in  all  probability  have 
been  much  more  moderate.    It  is  significant,  however,  that  further  declines 
in  bearing  acreage  took  place  during  the  next  two  years  shown. 

The  data  in  the  lower  section  of  Figure  1  indicate  that  fewer  new 
orchards  are  being  planted  to  replace  old  ones.    In  most  parts  of  California 
the  average  age  of  citrus  fruit  trees  has  been  increasing.    For  example,  in 
1950  about  56  per  cent  of  all  lemon  trees  were  17  years  and  older,  as 
compared  with  hh  per  cent  in  19hO,-'    A  similar  situation  holds  for  oranges. 
It  is  reasonable  to  conclude,  therefore,  that  bearing  acreage  in  citrus 
fruit  will  continue  to  decline  during  the  next  few  years. 

Production  and  Utilization  of  Citrus  Fruit. — There  has  been  an 
irregular  but  definite  decline  in  the  total  volume  of  citnas  fruit  produced 
in  California  since  19hO-Ul  in  the  case  of  lemons  and  since  19UU-U5  in  the 
case  of  the  other  types  (Figure  2).    This  decline  took  place  despite  the 
fact  that,  for  Valencia  oranges  and  lemons,  bearing  acreage  continued  to 
expand  up  to  19U8-It9.    These  data  indicate  that  average  yields  per  acre 
of  citrus  fruit  in  California  have  declined  within  recent  years.  Equally 
significant  is  the  decline  in  fresh  shipments,  especially  during  the  last 
few  years.    From  I9I4U-U5  to  19U8-U9,  only  85  per  cent  of  navel  and 
miscellaneous  oranges  were  shipped  as  fresh  fruit,  compared  with  about  90 

S/  Sidney  Hoos  and  R.  E.  Seltzer.    Lemons  and  Lemon  By- Products, 
California  Agric.  Exp.  Sta.  Bui.  729,  1952  (p.  11). 
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YEAR 

FIG.  I  -  ACREAGE  IN  CITRUS  FRUIT-  CALIFORNIA  1921-25  TO  1951-52 
SOURCE:  APPENDIX    TABLE  I 


1934-35    38-39     42-43    46-47    50-51         1934-35    38-39    42-43    46-47    50-51         1934-35    38-39    42-43    46-47  50-51 

YEAR  YEAR    -  YEAR 
 TOTAL   PRODUCTION   FRESH  SHIPMENTS  I    EXCESS  OF  TOTAL  PRODUCTION  OVER  FRESH  SHIPMENT. 

FIG.  2 -PRODUCTION   &  FRESH  SHIPMENTS  OF  CITRUS  FRUIT.   CALIFORNIA   S    ARIZONA;    FROM  1934-35   TO  1950-51 
SOURCE:    APPENDIX    TABLE  2 
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per  cent  from  193U-35  to  1938-39.    The  corresponding  figures  for  Valencia 
oranges  are  71  and  8l  per  cent,  for  lemons,  70  and  80  per  cent,  and  for 
sumner  grapefruit,  77  and  87  per  cent. 

In  effect,  this  decline  both  of  production  and  of  fresh  shipments 
means  that,  in  most  areas  of  California,  a  much  smaller  percentage  of 
aggregate  packing  house  facilities  is  being  utilized  at  present  than  was 
the  case  8  to  10  years  ago.    With  the  prospect  of  a  further  decline  in 
bearing  acreage  during  the  next  few  years,  even  less  fruit  will  be 
available  for  packing. 

Acreage  in  Citrus  Fruit;    San  Bernardino  County. — The  data  presented 
above  indicate  broad  trends  for  the  citrus  industry  of  the  state.  The 
question  arises  as  to  whether  similar  conditions  obtain  in  the  area  served 
by  the  O.K.  Exchange.    As  will  be  shown  later,  seven  of  the  eight  packing 
houses  participating  in  this  study  draw  the  bulk  of  their  supplies  of 
citrus  fruit  roughly  from  four  districts  in  the  western  part  of  San 
Bernardino  County.    Unfortunately,  detailed  statistics  on  acreage  and 
production  are  not  generally  available  by  districts.    The  authors  were 
able  to  extract,  from  the  working  records  of  the  Agricultural  Commissioner 
of  San  Bernardino  County,  data  on  bearing  acreage  by  types  of  citrus  fruit 
in  each  of  the  four  districts  for  the  years  19U6  to  1951  (Table  2).  These 
data  indicate  that  between  19U6  and  1951  bearing  acreage  in  navel  and 
miscellaneous  oranges  and  in  grapefruit  declined  about  12  per  cent,  and 
in  Valencia  oranges  and  lemons,  about  8  per  cent.    Part  of  this  decline 
was  due  to  a  recalculation  of  acreage  for  19h9-50  as  a  result  of  the 
tree-count  referred  to  previously  (p.  5).    The  four  districts  together 
had  a  total  of  13,U50  bearing  acres  in  citrus  fruit.    Of  these,  h2  per 
cent  was  planted  to  navels,  3U  per  cent  to  lemons,  21  per  cent  to 
valencias,  and  3.  per  cent  to  grapefruit. 

Calculations  made  by  the  authors  indicate  that  these  four  districts 
accovmted  for  about  80  per  cent  of  the  county's  bearing  acreage  in  lemons, 
25  per  cent  in  both  navel  and  Valencia  oranges,  and  11  per  cent  in 
grapefruit. 

Because  of  the  comparative  importance  of  these  four  districts  in 
San  Bernardino  County,  especially  in  regard  to  lemon  acreage,  it  is 
reasonable  to  use  county  statistics  for  the  purpose  of  establishing 
trends  of  acreage  over  a  longer  period  of  time.    Total  bearing  acreage 
of  all  types  of  citrus  fruit  appears  to  have  reached  a  peak  in  1939 
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Table  2 


Bearing  Acreage  in  Citrus:    Western  San  Bernardino  County  (Acres) 


Kind  of  fruit 
and  year 


Alta  Loraa- 
Cucamonga 
district 


Upland 
district 


Ontario- 
Upland 
district 


Ontario 
district 


Total: 
four 
districts 


Navel  St  misc» 
Oranges 

I9I46 
U7 

U8 

h9 
1950 
51 


l;lk6 

li732 
li609 
li522 
1,509 


1^325 
li305 
1^277 
1^325 
l',331 
1,263 


1>9U0 
li939 
li919 
li99U 
1>9U2 
1,788 


li232 
1>10U 
lillO 
1,061 


6>352 
6i331 
6>l60 
6>032 
5i905 
5,621 


Valencias 

I9U6 
U7 
U8 

h9 
1950 
51 


Lemons 

I9U6 
hi 
ii8 

h9 
1950 

51 


Grapefruit 

I9I+6 

il7 
I18 

h9 
1950 
51 


902 
902 
905 
903 
901 
893 


2>109 
2^109 
2>09ii 
1^986 

1^879 
1,828 


207 
207 
211 
209 
2lli 
211 


521 
512 
50ii 
507 
503 
li75 


li267 
1,272 
li26U 
1,269 
1^253 
1,221 


57 
57 
57 

5U 

U9 
U6 


892 
893 
897 
8U5 
815 
798 


1^611 
1^616 
1^606 
lil;69 
liU69 
1,5U8 


79 

79 
79 
68 

h9 
U8 


767 
768 

751 
666 
682 
663 


70 
70 
70 
62 
62 
60 


U5 
h$ 
li5 
38 
38 
38 


3i082 
3i075 
3i057 
2>921 
2i901 
2,829 


5i057 
5,067 
5i03li 
h',lQ6 

U>663 
U,657 


388 
388 
392 
369 
350 
3U3 


Source:    Working  records  in  the  office  of  the  Agricultural  Commissioner, 
San  Bernardino  Covinty, 
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(Table  3  and  Figure  3).    That  year  was  also  the  peak  of  bearing  acreage 
in  navel  and  miscellaneous  oranges,  while  grapefruit  reached  a  peak  in 
19kh,  Valencia  oranges  in  19l4.5^  and  lemons  in  19ll7.    Bearing  acreage  of 
navel  oranges  in  1951  was  about  32  per  cent  lower  than  in  1939 «  The 
corresponding  figure  for  Valencia  oranges  was  lli  per  cent,  for  lemons 
about  9  per  cent,  and  for  grapefruit  about  ?8  per  cent. 

The  data  on  bearing  and  nonbearing  acreages  for  San  Bernardino 
County  indicate  that  the  over-all  trends  for  each  of  the  four  types  of 
fruit  are  in  the  same  direction  (although  on  a  different  scale)  as  state- 
wide trends. 

Size  of  Groves  in  Area. — Information  was  obtained  from  a  number  of 
packing  houses  in  the  area  served  by  the  O.K.  Exchange  relative  to  the 
size  of  groves  of  members.    Data  from  two  combination  houses,  one  orange 
house,  and  one  lemon  house  are  summarized,  as  percentages  of  total  number 
of  groves,  in  Table  U.    There  aopear  to  be  wide  variations  among  houses 
relative  to  the  numbers  of  groves  in  each  size  grouping.    In  order  to 
obtain  data  more  representative  of  the  area  as  a  whole,  a  weighted  average 
was  calculated  separately  for  orange  and  lemon  groves.    Nearly  27  per  cent 
of  the  orange  groves  and  about  25  per  cent  of  the  lemon  groves  were  of 
less  than  2  acres.    Nearly  6?  per  cent  of  the  orange  groves  and  6U  per 
cent  of  the  lemon  groves  were  less  than  6  acres  in  size.    For  both  oranges 
and  lemons,  only  l5  per  cent  of  all  groves  were  10  acres  and  larger^  less 
than  1  per  cent  in  excess  of  30  acres. 

With  the  prices  and  cultural  costs  of  the  last  three  or  four  years, 
it  seems  unlikely  that  large  numbers  of  growers  in  this  area  could  have 
subsisted  entirely  on  the  net  income  from  their  citrus  enterprises.  At 
best,  the  income  from  citrus  production  would  serve  to  supplement  income 
from  other  sources.    It  is  problematical  whether  growers  with  small  groves 
would  continue  in  production  if  unfavorable  economic  conditions  continue. 

Yields  per  Acre. — Many  persons  familiar  with  the  citrus  industry  of 
southern  California  consider  that,  under  the  price  and  cost  conditions 
prevailing  during  the  past  few  years,  most  growers  would  be  unable  to 
cover  all  cultural  costs  (including  depreciation  and  interest  on  investment) 
unless  yields  of  at  least  300  field  boxes  of  oranges  and  350  field  boxes  of 
lemons  per  acre  were  obtained. 

Data  relative  to  the  number  of  field  boxes  picked  per  member  during 
the  year  1950-51  were  obtained  from  three  houses  handling  oranges  and  two 
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Table  3 


Bearing  and  Nonbearing  Acreage  of  Citrus  Fruit:    San  Bernardino  County  (Acres) 


Year 

Navels  and 
miscellaneous 

Valencias 

Lemons 

Grapefruit 

All 
kinds 

Bearing  acreage 

1936 
37 
38 

39 
19U0 
hi 
h2 
h3 

U6 
U7 

hs 

h9 
1950 
$1 

2S',hh9 
31^880 
32 i 263 
32,323 
2«iB19 
27i580 
27i78l 
27 i 801 
26,925 
26,811 
26,787 
26,758 
26,Ul7 
23,3lU 
22iU50 
21,929 

9>802 
10^811 
11^177 
11^339 
11^529 
12i3Uu 
12i502 
12^866 

12 > 859 
12,906 
12,608 
12,62U 
12,538 
11,665 
11,278 
11,209 

it  J  862 
Ui75l 
Ui9U5 
5^227 
5i295 

9,1S1 
6;o6l 
6^213 
6,310 
6,333 
6,3ii5 
6,2U5 
5,732 
5,636 
5,763 

2^903 
2>833 
3,12ii 
3i571 
3,291 
3i0O2 
3^972 
3^966 
U,323 
i;,319 
U,25U 
U,256 
U,269 
3,591 
3,359 
3,115 

Ii3,0l6 
50,276 

5li5l9 
52iU5o 
iiB,93U 
U9i3ll 
50>013 
50,700 
50,300 
50, 3U6 
U9,982 
U9,983 
U9,U99 
Uh,302 
U2,723 
U2,0l6 

Nonbear: 

Lng  acreage 

19li2 

U3 

1.1. 
m 

h$ 

U6 

hi 

hQ 

h9 

19$0 

Si 

180 
117 
76 
58 
ii8 
55 
35 

112 
93 
89 

5o5 
317 
193 
lU7 
193 
258 
269 
222 
159 
110 

583 
271 
150 
72 
86 
lOU 
131 
173 
2U0 
271 

326 

119 
59 
55 
62 
59 
55 
35 
■  20 
15 

l,59ii 
82U 
U78 
332 
389 
U76 
U90 
5U2 

512 

U85 

Source:    Records  in  the  office  of  the  Agricultural  Commissioner, 
San  Bernardino  County, 
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FIG.  3-BEARING  ACREAGE  OF  CITRUS  FRUIT  IN  SAN  BERNARDINO  COUNTY. 
SOURCE  :   TABLE  2 
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Table  i; 

Per  Cent  of  Groves  in  Different  Size  Ranges 


r 

Range  in 
acres 

Oranges 

Lemons 

House 
A 

House 
B 

House 

c 

Tfeighted 
average^/ 

House 
A 

House 
D 

House 
C 

Weighted 
average!/ 

Less  than  2 
2  -  3.9 

h  -  5.9 

6  -  7.9 
8  -  9.9 
10  -  lh,9 
15  -  19.9 
20  -  29.9 
Over  30 

il8.0 
20,0 
ii.O 

18.U 
17.7 
27.0 

38.8 
17.9 
I6.h 

26.6 
17.9 
22.3 

1;5.3 
22.1 
17. U 

18,7 
18.7 
23.0 

29.2 
18,0 
18.0 

2U,5 

18.8 
21.0 

0.0 
h,0 
16.0 

8.5 

12.1 
9.2 

6.0 
9.0 
1.5 

7.2 
10.6 
7.2 

0.0 
2,U 
11.6 

11.5 
lU.5 
6.3 

ii.5 
U.5 
13.5 

10.1 
10.3 
9.0 

0,0 
il.O 

U.o 

5.0 
1.1; 
0.7 

0.0 
8.9 
1.5 

3.1 
3.9 
1.2 

0,0 
1.2 
0.0 

0.0 
0.0 

1;.5 
6.7 
1.1 

U.O 
2.2 
.1 

100,0 

100.0 

100.0 

100.0 

100.0 

100.0 

100,0 

100.0 

l/  Weighted  by  volume  of  fruit  received  from  gro?;ers  in  each  house. 


Source:    Records  of  two  combination  houses,  one  orange  house  and  one  lemon  house. 
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houses  handling  lemons,  including  the  large  orange  and  the  large  lemon 
houses.    Some  houses  compiled  these  data  for  all  members j  others,  from 
a  representative  sample  (30-50  per  cent  of  all  members,  chosen  at  random). 
Data  for  the  various  houses  were  combined,  and  appear  in  Table  $  on  the 
basis  of  groves  because  some  members  operated  several  groves  of  different 
sizes  and  of  widely  varying  yields.    Jt  is  significant  that  for  navel 
oranges  about  37.1  per  cent  of  the  groves  and  31.9  per  cent  of  the  acreage 
had  yields  of  less  than  300  field  boxes  per  acre,  although  these  accounted 
for  only  20  per  cent  of  the  fruit  received  by  the  houses.    About  ^7.3  per 
cent  of  the  lemon  groves,  comprising  li8.9  per  cent  of  the  acreage,  had 
yields  of  less  than  350  field  boxes  per  acre.    These  groves  accounted  for 
about  31  per  cent  of  all  fruit  received  by  houses. 

Although  a  small  proportion  of  the  groves  with  low  production  per 
acre  (Table  5)  were  young  groves  just  coming  into  production,  the  bulk 
appears  to  have  been  well-established,  older  groves.    In  some  instances, 
they  represent  groves  which,  because  of  high  cultural  costs  and  low  yields, 
were  receiving  little  cultural  care. 

The  houses  included  in  Table  5  probably  handle  from  UO  to  $0  per 
cent  of  all  fruit  produced  in  the  area  studied.  The  conditions  described 
above  can,  therefore,  be  regarded  as  reasonably  representative  of  the 
area  as  a  whole.  Even  if  these  data  overemphasize  the  seriousness  of 
the  situation  somewhat,  it  is  still  safe  to  conclude  that,  if  present 
conditions  continue,  a  not  insignificant  proportion  of  acreage  now  in 
groves  may  be  forced  out  of  commercial  production. 

Reasons  for  Declines  in  Acreage  and  Production. -'There  appear  to  be 
four  related  reasons  for  the  recent  declines  in  acreage,  production,  and 
fresh  shipments  of  citrus  fruit:  (a)  expansion  of  urban  areasj  (b)  increases 
in  cultural  and  other  costsj  (c)  cultural  problems;  and  (d)  competition 
from  frozen  and  canned  fruit  juices. 

In  some  parts  of  California,  scattered  acreages  of  citrus  fruit 
(probably  quite  substantial  in  the  aggregate)  have  been  pulled  out  since 
the  end  of  the  war  to  provide  for  urban  housing,  industrial  development, 
and  for  new  and  wider  roads.    This  encroachment  of  urban  upon  agricultural 
areas  appears  to  be  still  under  way.    Information  available  from  managers 
of  packing  houses  in  the  western  part  of  San  Bernardino  County  indicates 
that  there  has  been  considerable  loss  of  citrus  acreage  to  urban 
subdivision  in  this  area.    It  is  estimated,  furthermore,  that  a  new 
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Table  5 

Field  Boxes  of  Fruit  per  Acre— by  Size  Groups— 1951 


Field  boxes 
per  acre 

sise  groups 

Navel  oranges 
(data  from  3  houses) 

Lemons 
(data  from  2  houses) 

number 

percent  of  total 

number 

percent  of  total 

field 
boxes 

field 
boxes 

field 
boxes 

groves 

acres 

field 
boxes 

Less  than  100 
100-149 
150-199 
200-249 
250-299 
300-349 
350-399 
400-499 
500-599 
over-600 

Total 

13  59.90 
13  52.25 
16  44.25 
22  90.75 

33  219.50 
27  134.00 

34  223.27 
56  325.30 
32  203.00 
16  107.75 

3,544 

6,772 
8,206 
19,940 
58,115 
43,327 
83,257 
162,583 
107,895 
69,894 

5.0 
5.0 
6.1 

8.4 
12.6 
10.3 
13.0 
21.3 
12.2 

6.1 

4.1 
3.6 
3.0 
6.2 
15.0 
9.2 
15.3 
22.3 
13.9 
7-4 

0.6 
1.2 
1.5 
3.5 
10.3 
7.7 
U.8 
28.9 
19.1 
12.4 

12 
7 
9 
13 
19 
15 
18 
20 
10 
8 

64.00 
36.25 
21.45 
65.25 
117.00 
97.30 
160.35 
141.64 
85.55 
32.00 

3,483 
4,025 
3,684 
U,615 
31,749 
31,548 
59,763 
63,515 
46,334 
30,129 

9.1 
5.4 
6.9 
9.9 
14.5 
11.5 
13.7 
15.3 
7.6 
6.1 

7.8 

4-4 
2.6 
8.0 
14.2 
11.9 
19.5 
17.3 
10.4 
3.9 

1.2 

1.4 
1.3 
5.1 
11.0 
10.9 
20,7 
22.0 
16.0 
10.4 

262  1459.95 

563,533 

100,0 

100.0 

100.0 

131 

820.88 

288,845 

100.0 

100.0 

100.0 

1 

Source  of  datas    Records  of  packing  houses  included  in  study. 
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four-lane  highway,  to  be  constructed  running  east  and  west  and  passing 
just  south  of  Upland,  will  eliminate  well  over  100  acres  of  citrus  acreage. 
Informed  opinion  indicates  that  much  of  this  expansion  has  been  at  the 
expense  of  relatively  good  citrus  bearing  acreage. 

Trends  in  the  profitability  of  an  industry  can  often  be  shown  by 
comparisons  of  relative  changes  in  prices  and  of  the  more  important 
production  and  marketing  costs.    For  a  number  of  years  the  California 
Citrus  League  has  com.puted  estimates  of  average  f.o^b.  packing-house 
prices  per  packed  box,  and  packing,  picking,  hauling,  and  cultural  costs 
per  packed  box.    Although  the  accuracy  and  representativeness  of  these 
data  for  any  one  area  and  for  any  one  year  may  be  questioned,  the  data 
do  afford  a  reasonably  reliable  picture  of  trends  in  prices  and  costs  and 
in  the  relative  importance  of  the  different  cost  groups. 

The  relative  importance  of  the  different  cost  groups  in  relation  to 
f .o.b,  prices  per  packed  box  is  summarized  by  five-year  periods  in  Table  6, 
These  data  indicate  that  during  the  early  war  years  all  three  cost  groups 
accounted  for  a  much  lower  proportion  of  average  f.o.b.  prices  per  packed 
box  than  during  the  prewar  years — an  indication  of  the  increased  profit- 
ability of  the  citrus  production  during  the  early  war  years.    During  the 
last  five-year  period  (roughly  the  postwar  period),  these  three  cost 
groups  absorbed  (except  in  the  case  of  navel  oranges)  a  larger  proportion 
of  the  f.o.b,  prices  per  packed  box  than  during  the  prewar  period — indicating 
a  marked  decline  in  the  profitability  of  the  citrus  industry. 

The  relative  importance  of  the  three  cost  groups  is  indicated  by  the 
fact  that,  during  the  postwar  period,  cultural  costs  for  both  navel  and 
Valencia  oranges  accounted  for  about  30  per  cent  of  the  f.o.b.  prices, 
packing  costs  for  22  per  cent,  and  picking  and  hauling  costs  for  9  per 
cent.    The  comparable  figures  for  lemons  were  25,  25,  and  12  per  cent, 
and  for  grapefruit  30,  30,  and  10  per  cent. 

The  relative  changes  (193U-35  to  1938-39  =  100)  in  cultural  costs, 
picking  and  hauling  costs,  packing  costs,  and  f.o.b.  prices  (all  per 
packed-box  equivalent)  are  shown  in  Figure  U.    It  will  be  noticed  that 
during  the  war  period  f,o,b,  prices  for  packed  fruit  increased  more  rapidly 
than  did  the  various  cost  factors.    During  the  postwar  period,  however,  all 
three  types  of  costs  tended  to  rise  more  rapidly  than  did  f.o.b.  prices. 
In  1950-51  (except  for  grapefruit)  the  relative  increases  in  the  three 
types  of  costs  since  the  base  period  equalled  or  exceeded  the  relative 
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Table  6 
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Picking,  Packing  and  Hauling,  and  Cultural  Costs  per  Packed  Box 
as  a  Per  Cent  of  F.O.B,  Prices  1/ 


Kind  of  fruit  & 
period 

Packing 
costs 

rlCKing  oc 

nau±ing 
costs 

Cultural 
costs 

All  three 
cost 
groups 

Navel  Oranges 

193i4-35  to  1938-39 

26.U 

8.2 

39.6 

7ii.2 

1939-Uo  to  19U3-hU 

21.5 

8.U 

25.1 

55.0 

19UU-U5  to  19U8-U9 

22.0 

9.0 

29.6 

60.6 

Valencia  Oranges 

193I4-35  to  1938-39 

20.7 

6.5 

33.6 

60.8 

1939-Uo  to  19U3-Ui; 

17.2 

6.7 

20.1 

UJ4.0 

19i;i;-i45  to  19U8-U9 

22.2 

9.1 

30.3 

61.6 

Lemons 

193U-35  to  1938-39 

22,6 

10.5 

29. u 

62.5 

1939-Uo  to  19li3-Ui; 

25.5 

11,6 

20,6 

57.7 

19UU-ii5  to  19U8-U9 

26.2 

12.5 

25,5 

61;.  2 

Grapefruit 

60.0^ 

193U-35  to  1938-39 

31.^/ 

23.6^ 

1939-Uo  to  19U3-UU 

26.5 

8.0 

25.5 

60.0 

19Ui-U5  to  19U8-h9 

30.3 

9.6 

30.0 

69.9 

1/  These  data  represent  estimates  based  upon  the  costs  per  packed  box 
eq\iivalent  of  all  fruit  handled. 


2/  Years  1937-38  and  1938-39  only. 

Source;    Computed  by  the  authors  from  data  appearing  in  "Statistical 
Information  on  the  Citrus  Fruit  Industry,  195l."  California 
Fruit  Grovrers  Exchange. 
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increase  in  f.o.b,  prices.    These  data  indicate  that  since  the  end  of  the 
war  there  has  been  a  marked  decline  in  the  relative  profitability  of  the 
citrus  industry.    From  such  data  as  are  available  it  would  appear  that  the 
situation  in  19^1-52  was  even  less  favorable  because  wages  and  prices  of 
other  cost  factors  rose  appreciably  without  a  corresponding  increase  in 
the  f.o.b.  prices  of  fresh  fruit. 

Of  special  significance,  from  the  standpoint  of  this  study,  is  the 
fact  that  the  average  cost  of  packing  a  box  of  oranges  had  increased  from 
U6  cents,  in  1939-UO,  to  9^  cents  in  19l49-50.    The  corresponding  figures 
for  lemons  are  80  cents  and  and  for  grapefruit,  hh  and  91  cents. 

These  data  on  f.o.b.  prices  and  costs,  however,  do  not  tell  the  full 
story.    Statewide  averages  tend  to  obscure  variations  in  prices  and  costs 
among  houses.    Data  secured  in  the  Ontario-Cucamonga  area  indicate  that 
some  of  the  houses  with  the  lowest  unit  packing  costs  per  box  obtained 
better  f.o.b.  prices  per  packed  box  than  did  houses  with  high  unit  packing 
costs.    Where  low  prices  in  a  house  are  associated  with  high  unit  costs  of 
packing,  such  costs  would  represent  a  greater  percentage  of  f.o.b.  prices 
than  the  average  for  the  state  as  a  whole.— 

Another  indication  of  the  drastic  decline  in  the  profitability  of 

citrus  production  is  afforded  by  annual  estimates,  made  by  the  Citrus 

League,  of  the  average  net  income  of  growers  of  oranges  and  lemons. 

During  the  years  19U2-U3  to  19UU-U5  the  net  income  per  acre  for  navels 

and  miscellaneous  oranges  averaged  nearly  $280j  for  19U7-U8  to  19ii9-50, 

only  about  $20.    For  valencias  the  comparable  figures  were  about  fUOO 

7  / 

and  -133,  and  for  lemons,  about  $190  and  about  $80,- 

Deterioration  in  cultural  conditions  in  many  parts  of  California 
has  also  been  a  factor  contributing  to  decreased  acreage  in  citrus  fruit. 
In  many  parts  of  the  state  considerable  numbers  of  old  groves  have  passed 
the  peak  bearing  stage.    New  trees  planted  in  old  groves  do  not  appear  to 
give  the  same  high  yields  as  the  older  groves  did.     In  many  parts  of  the 
state,  moreover,  there  have  been  serious  water  shortages.  Furthermore, 


6/  The  interrelation  between  f.o.b.  prices  and  unit  costs  of  packing 
will  be  treated  more  fully  in  the  section  dealing  with  analysis  of  costs 
of  packing  fruit. 

?/  Calculations  made  by  authors  from  tables  appearing  in  "Statistical 
Information  on  the  Citrus  Fruit  Industry"    published  by  the  Sunkist 
Growers  Inc.  1951. 
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for  reasons  not  yet  fully  explained,  there  appears  to  be  a  tendency  toward 
decline  in  size  of  fruit. 

Finally,  during  recent  years  fresh  citrus  fruit  has  encountered 
increasingly  severe  competition  from  canned  and  frozen  juices.  A 
substantial  proportion  of  these  juices  (from  oranges  and  grapefruit) 
is  produced  in  Florida  and  Texas  where  cultural  and  other  costg  appear 
to  be  considerably  lower  than  in  California,    Canned  lemon  juices  are 
produced  mainly  in  California.    Although  the  competitive  interrelationships 
between  canned  citrus  juices  and  fresh  fruit  are  not  yet  very  well  defined, 
it  is  reasonable  to  conclude  that  the  existence  of  these  alternative  uses 
for  citrus  fruit  has  served  and  will  probably  continue  to  serve  as  a  brake 
to  any  marked  advance  in  prices  of  fresh  fruit. 

Packing  House  Operations  in  the 
Ontario-Cucamonga  Area 

Development  of  Packing  Houses. — Most  of  the  packing  houses  in  this 
area  (as  is  true  also  in  many  other  parts  of  California)  came  into  existence 
30  or  more  years  ago  when  the  citrus  industry  was  expanding  rapidly  and 
when  the  bulk  of  the  fruit  was  transported  from  groves  to  packing  in 
animal-drawn  vehicles,  over  poor  roads.    In  the  early  days  most  of  the 
operations  within  houses  were  manual.    Under  the  conditions  prevailing 
prior  to  World  War  I,  it  is  probable  that  economies  of  scale  were  limited 
and  that  unit  packing  costs  were  not  significantly  lower  in  large  than  in 
small  packing  houses.    Some  of  the  houses  were  established  to  handle  a 
single  main  type  of  fruit  (e.g.,  oranges  or  lemons),  but  also  often  handled 
small  q\iantities  of  minor  types,  such  as  grapefruit  or  tangerines.  Others 
operated  as  combination  houses  handling  both  main  and  minor  varieties. 

Over  the  course  of  years,  and  with  the  expansion  of  production,  some 
of  the  houses  increased  greatly  in  sizej  others  only  moderately^  whereas 
others  remained  small.    Within  more  recent  years,  moreover,  packing  house 
operations  in  both  large  and  small  plants  have  become  increasingly 
mechanized.    Automatic  dumpers,  washing  machines,  sizing  and  counting 
equipment,  conveyor  belts,  box-making  and  lidding  machines  have  been 
installed.    The  use  of  such  equipment  has  necessitated  considerable 
capital  investment  and,  from  such  information  as  is  available,  has 


ia-acf-aoo  tt-ri-i-o  our  Ikis 
r:9oii3.f.  flimsf  hsnnR'.  • 

:■  •■      -       ■  A   'Av  ■■ 

Xi^V   jfrV  6116    V  '       ■'■  '■ 


■                             'Sq  ad:  ■■■  .  .  ' 

•■:4iix©  oial  -oftso  s  jg.--" 

'■3  9di  ill    •»  afts'J''*  'i6bq  'lovo  5  "'  is 

■  '           ads  tabnl)    »l6L'i"iam  ©tew 

':'      'tli  '?>^*l&l  ax  tS'' 

■  :■-       bsris/IcfCs  .  HajjOii  ■ 

b&i           ^Ho  oals  iic     -  --^      r?  , 


21. 

8/ 

apparently  made  possible  some  definite  economies  of  scale.—  Moreover, 
with  the  prospect  of  further  advances  in  wage  levels,  there  will  be  more 
incentive  for  packing  houses  to  substitute  mechanical  for  manual  operations. 

During  the  past  decade  or  so,  considerable  research  and  experimental 
work   has  been  under  way — aimed  at  devising  mere  economical  ways  for  handling 
citrus  from  groves  to,  and  within,  packing  houses.    Some  of  this  work  has 
progressed  from  the  experimental  to  the  practical  stage.    Many  packing  houses, 
especially  those  handling  lemons,  are  already  trying  out  these  new  techniques. 
If  they  prove  satisfactory,  they  will  pmbably  be  widely  adopted,  and  much 
of  the  equipment  now  used  will  become  obsolete.    This  will  result  in 
considerable  investment  of  capital  in  new  and  more  modern  equipment.  Houses 
unable  to  finance  such  changes  will  find  that  their  competitive  position 
will  become  less  favorable. 

Physical  Features  of  Area. — The  area  served  by  the  Ontario-Cue amonga 
Fruit  Exchange  is  about  30  miles  long  and  from  3  to  7  miles  wide.    It  is 
located  on  both  sides  of  U.S.  Highway  66  (Foothill  Boulevard)  connecting 
Los  Angeles  and  San  Bernardino  (Figure  S) >    The  area  lies  just  south  of 
the  San  Gabriel  Mountains,  and  extends  from  San  Dimas  (Los  Angeles  County) 
in  the  west  to  Rialto  (San  Bernardino  County)  in  the  east.    Most  of  the 
area  in  which  citrus  fruit  is  grown  is  from  900  to  1,2^0  feet  above  sea 
level.    The  area  is  traversed  by  several  rocky  washes,  on  which  no 
agricultural  production  is  feasible,  running  roughly  south  from  the 
mountains.    In  addition  there  is  a  wide  strip  of  sandy  soil  (mostly  east 
of  Cucamonga)  on  which  there  are  extensive  vineyards,  but  no  citrus.  The 
whole  area  is  cut  by  numerous  roads  and  railroads,  the  latter  ininning 
mainly  east  and  west.    Numerous  mediiim  and  small  towns  are  scattered 
throughout  the  area.    The  Kaiser  Steel  Company's  Fontana  plant  is  located 
in  the  eastern  section.    The  citrus  industry  is  old  and  well  established 
in  the  area,  with  navel  oranges  and  lemons  the  m.ore  important  types  produced. 

Number  of  Packing  Houses. — In  19^2  there  were  about  18  packing  houses 
in  the  area  covered  by  this  study  (Table  7).    Six  were  located  in  the  central 


8/  A  recent  study  made  by  the  Farm  Credit  Administration  indicates  that, 
all~other  things  being  the  same,  there  is  an  inverse  relation  between  unit 
costs  per  packed  box  and  volume  of  fruit  packed.     (See  George  L.  Capel, 
Jay  Coryell,  and  J,  K.  Samuels,  Analysis  of  Packing  House  Costs  for  31 
Southern  California  Citrus  Associations,  19U6-U7  and  19hl-k^  Seasons.  U.S. 
Dept.  of  Agric,  Farm  Credit  Admin.  Special  Report  2lU,  August  1950. 
Processed.  21  p. 
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15-  ETIWANDA  CITRUS  FRUIT  ASSN. 
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Table  7 

Citrus  Packing  Houses  in  Area 


Town 

jipprox. 
distance 

from 
central 
Upland 

Affil.with  O.K. Exch. 

Coop, 
houses 
affil. 

with 
other 
coop. or 

exch. 

Inde- 
pendent 
comm. 

Total 

Coop. 

Comm. 

San  Dimas 

LaVerne 

Ontario 

Central  Upland 
Upland  city  limit 
Cue among a 
Alta  Loma 
Etiwanda 
Rialto 

1  —  

11  west 
7  west 
2  south 

s  2  north 
k  east 
$  east 
11  east 
17  east 

1 

h 
1 

1 
1 

1 

1 

1 
1 

2 

1 
1 

1 
1 

1 
1 
2 
6 
1 
1 
2 
1 
3 
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part  of  Upland,  and  six  others  within  a  radius  of  5  miles  from  Upland, 
Two  houses  were  about  12  miles  east  of  Upland,  ?nd  four,  from  10  to  20 
miles  east  of  that  city.    Several  additional  packing  houses  are  located 
just  beyond  the  boundaries  of  the  area.    At  least  four  of  the  houses 
located  on  the  cuter  edges  of  the  area  drew  part  of  their  supplies  of 
fruit  from  adjacent  areas. 

Only  10  of  the  18  houses  were  affiliated  with  the  O.K.  Exchange, 
two  of  them  being  commercial  (privately,  not  cooperatively  owned).  Four 
of  the  remaining  (one  of  which  was  later  closed  down)  were  independent 
commercial  houses,  and  four  were  cooperatively  owned  but  affiliated  with 
other  exchanges.    This  study  embraced  only  the  eight  cooperatively  owned 
houses  (or  associations)  operating  through  the  O.K.  Exchange. 

Characteristics  of  Houses. — Because  identification  of  these  houses  or 

associations  from  volume  and  cost  data  used  would  present  no  difficulty  to 

persons  familiar  with  the  area,  it  was  decided  that  no  useful  purpose  would 

be  served  by  referring  to  individual  associations  under  a  code  name  or 

number.    Throughout  the  balance  of  this  report,  therefore,  individual 

9/ 

associations  will  be  referred  to  by  their  full  or  abbreviated  names. - 
All  eight  associations  have  been  in  existence  since  before  World 
War  I.    Most  of  the  packing  houses,  however,  have  been  modernized  in 
several  ways,  such  as  by  installation  of  refrigeration  or  precooling 
facilities,  receiving  platforms,  and  cull  bins.    All  have  mechanized 
operations  to  a  considerable  extent.    Many  of  the  associations  have 
constructed  out-buildings  for  garages,  material  storage,  and  office  space. 
Two  have  erected  new  or  additional  buildings  for  packing  operations  during 
the  past  10  to  15  years.    Seven  of  the  houses  own  the  land  (purchased  when 
first  organized)  upon  which  buildings  were  erected.    Only  one,  the  Etiwanda 
Citrus  Fruit  Association,  operates  on  rented  land — under  a  long-term  lease 
from  the  Pacific  Electric  Company, 

9/  The  following  are  the  full  and  abbreviated  names  of  participating 
associations  and  type  of  house; 

Full  Name  Abbreviated  Name    Type  of  House 

1.  Alta  Loma  Heights  Citrus  Association  Alta  Loma  Combination 

2.  Etiwanda  Citrus  Fruit  Association  Etiwanda  Combination 

3.  Mountain  View  Fruit  Association  Mountain  View  Combination 
U.    Old  Baldy  Citrus  Association  Old  Baldy  Combination 

5.  San  Dimas  Lemon  association  San  Dimas  Lemon 

6.  Upland  Citrus  Association  Upland  Citrus  Orange 

7.  Upland  Heights  Orange  Association  Upland  Heights  Orange 

8.  Upland  Lemon  Growers  Association  Upland  Lemon  Lemon 
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In  addition  to  packing  and  storage  operations,  all  eight  associations 
provide  the  following  services  for  members:  picking  of  fruit;  supplying  of 
materials  required  in  production;  and  pest  control.    Several  of  them 
operate  labor  camps  or  participate  in  a  regional  camp  run  on  a  pooled  basis. 
As  this  study  is  concerned  primarily  with  operations  within  packing  houses, 
cost  and  other  data  relative  to  field  activities  and  sale  of  production 
supplies  have  been  excluded  from  analysis. 

Information  regarding  location,  fruit  handled,  capacity,  and  membership, 
for  the  eight  houses,  is  summarized  in  Table  8,    There  are  two  lemon,  two 
orange  (and  grapefruit),  and  four  combination  houses.    Two  houses  (Upland 
Lemon  Growers  Association  and  Upland  Citrus  Association)  are  large — capable 
of  handling  lU, 000- 15,000  field  boxes  of  fruit  a  day.    The  other  six  houses 
can  be  classified  as  medium  or  small.    The  capacity  ratings  for  handling 
of  fruit  are  based  upon  an  eight-hour  day.    All  the  houses  could  handle 
additional  fruit,  should  the  occasion  arise,  by  working  equipment  in  excess 
of  eight  hours  a  day  for  a  limited  period.    The  eight  houses  (or  associations) 
combined  had  some  1,2^0  active  member-shippers  in  1951*  who  in  turn  operated 
about  3,360  acres  of  oranges  (including  some  grapefruit)  and  5*U70  acres 
of  lemons. 

All  the  houses  are  approached  by  good  paved  roads.    The  house  at  San 
Dimas  and  the  four  houses  in  the  central  part  of  Upland  have  access  to  two 
railroads,  the  Santa  Fe  and  the  Pacific  Electric.    This  gives  these  five 
houses  some  advantage  in  securing  cars  during  periods  of  shortage  of  car 
facilities.    The  other  three  houses  are  served  by  only  a  single  railroad— 
the  Pacific  Electric. 

Seven  of  the  associations  have  been  affiliated  with  the  O.K.  Exchange 
for  a  long  period.    The  eighth,  the  San  Dimas  Lemon  Association,  became  a 
member  of  the  0,K.  Exchange  only  in  19U9-50.    Prior  to  that  year  it  had 
shipped  its  fruit  through  another  district  exchange.    All  eight  associations 
purchase  packing  house  supplies  and  production  materials  for  members  through 
the  California  Fruit  Growers  Supply  Company.    Fruit  not  suitable  for  packing, 
or  surplus  to  marketing  requirements,  is  shipped  to  the  Exchange  Lemon 
Products  Company  or  the  Exchange  Orange  Products  Company  for  processing. 
All  three  of  these  companies  are  cooperatively  owned  and  controlled. 

Six  of  the  eight  houses  situated  in  the  core  of  the  area  had  more  or 
less  overlapping  areas  of  supply.    Two  of  these  houses  (Mountain  View  and 
Old  Baldy)  also  drew  some  citrus  from  adjacent  territory.    Etiwanda  on  the 
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Table  8 

Characteristics  of  Associations  in  Study 


Name  and  location 

Distance  & 
direction 

Fruit 

IM  O  •  OI 

complete 

Receiving, \;ashingj  & 
handling;  capacity 

Storage 

TVTt  lYf\  r~i  A  "Y* 

wumuci 
of  active 

operated 

of  Association 

from  central 
upxanu 

handled 
i./ 

handling 
vmits 

oranges 

lemons 

capacity, 

members 

by 

field  boxes  per  day 

cars 

San  Dimas  Lemon 
Association 

11  miles 
west 

lemons 

1 

3,600 

180  3/ 
(220) 

269 

1,130 

Upland  Heights  Orange 
Association 

oranges 

1 

3,000 

65 

670 

Mountain  View  Fruit 
Association 

oranges 
lemons 

1  orange 
1  lemon 

JLjOUU 

200 

90 

(l68  oranges 
(283  lemons 

Upland  Citrus 
Association 

oranges 

2 

15  9 000 

234 

1,300 

Upland  Lemon  Growers 
Association 

lemons 

2(3)^ 

14,000 

620 

290 

2,610 

Old  Baldy  Citrus 
Association 

2  miles 
north 

oranges 
lemons 

1  orange 
1  lemon 

2,000 

2,000 

150 

127 

(410  oranges 
(590  lemons 

Alta  Loma  Heights 
Citrus  Association 

5  miles 
west 

oranges 
lemons 

1  orange 
1  lemon 

3,200 

3,200 

130 

89 

(410  oranges 
(500  lemons 

Etiwanda  Citrus  Fruit 
Association 

11  miles 
west 

oranges 
lemons 

1  orange 
1  lemon 

2,500 

3,000 

70 

81 

 1 

(400  oranges 
(360  lemons 

1/  Predominantly  oranges,  though  all  orange  houses  also  handle  some  grapefruit. 


2/  This  house  has  three  complete  receiving,  grading,  and  washing  units.    Use  of  the  third  unit  (in  emergency 
or  regularly)  would  necessitate  some  rearrangement  of  storage  space. 

^  This  house  has  some  inadequately  ins\ilated  storage  space  which  could  accommodate  another  40  cars  for  a  ^ 
limited  period. 
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east  had  a  more  or  less  district  supply  area,  but  there  was  some  overlapping 
with  Alta  Loma.    The  San  Dimas  house  did  not  overlap  with  any  of  the  other 
seven  houses  in  source  of  supply. 

According  to  information  obtained  from  managers  of  the  different 
associations,  not  all  parts  of  the  area  have  experienced  a  decrease  in 
acreage  in  recent  years.    The  manager  of  the  San  Dimas  Association  is  of 
the  opinion  that  lemon  acreage  in  his  supply  territory  has  expanded  somewhat 
during  the  last  few  years  as  a  result  of  budding  lemons  to  orange  stock. 
He  believes,  however,  that  with  rising  cultural  costs  some  low-yielding 
acreage  will  be  removed  in  the  years  ahead.    Little  or  no  acreage  has  been 
removed  north  of  highway  66  because  of  urban  subdivision.    There  has, 
however,  been  considerable  loss  of  acreage  south  of  the  highway. 

In  the  Etiwanda  area,  urban  subdivision  has  not  presented  any 
particular  problem.    The  Etiwanda  supply  area,  however,  has  experienced 
unfavorable  cultural  conditions  for  several  years  past.    At  one  time  it 
was  regarded  as  one  of  the  best  citrus  growing  areas  of  the  state,  in  spite 
of  the  fact  that  it  has  always  been  subject  to  strong  winds  blowing  up  the 
canyon.    Until  about  1$  years  ago,  cypress  trees  constituted  effective 
windbreaks,  but  these  were  decimated  by  disease.    They  have  been  replaced 
to  some  extent  by  eucalyptus  trees  which  have  not  proved  nearly  so 
effective  as  windbreaks.    For  several  years  past,  strong  winds  have 
resulted  in  extensive  defoliation  of  the  citrus  trees,  resulting  in 
greatly  reduced  yields  and  fruit  generally  poor  in  quality.    Low  rainfall 
over  several  years,  and  the  age  of  groves,  have  probably  also  been 
contributing  factors.    Many  groves  in  this  area  have  been  abandoned,  and 
some  receive  only  ciirsory  cultural  care.    Further  eliminations  from 
commercial  production  are  in  prospect. 

Volume  of  Fruit  Handled.— All  eight  packing  houses  have  experienced 
a  considerable  decline  in  the  volume  of  fruit  handled  since  the  early 
19U0's.    This  is  true  even  if  the  exceptionally  high  output  of  oranges  in 
19U1-U2  and  the  exceptionally  low  output  of  all  types  of  fruit  in  19U8-U9 
(the  frost  year)  are  eliminated  from  consideration. 

The  six  houses  handling  lemons  received  from  members  a  combined 
average  of  2,065,000  field  boxes  of  fruit  during  the  five-year  period 
19U1-U2  to  19U5-[t.6  as  compared  with  only  1,62^,000  field  boxes  during 
the  period  19U6-U7  to  1900-51  (Table  9).    The  corresponding  figures  for 
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Table  9 

Volume  of  Fruit  Hsmdled  Tqy  Associations 


Oranges  (Grapefruit) 

Lemons 

1.000  field  boxes 

1.000  field  boxes 

Alta 

Eti- 

lit. 

Old 

Upland 

Upland 

Alta 

Eti- 

Mt. 

Old 

San 

Upland 

Loma 

wginda 

View 

&.ldy 

Citrus 

Heiehts 

Loma 

wanda 

View 

Baldy 

Dimas 

Lemon 

010  A 

1  /o.o 

T  A/  n 

XPX.  D 

X<cU.U 

OOT  / 

;)Up.4 

?iPQ  / 

81.3 

68.7 

163.7 

661.7 

1 CJ  1 

X/'4.-i- 

in/ 
XU4.  p 

148.7 

280.7 

387.3 

X  y  XP7  .<C 

1943-/44 

lop.  / 

99.6 

51.1 

244.4 

856.8 

136.9 

223.5 

299.6 

T  m  n  c 
X jUXU. 7 

1944-45 

139.0 

84«5 

50.9 

IV'i.P 

olo.l 

281.2 

147.6 

99.9 

T  Ac  1 

lop  .X 

OT  0  A 

<cl<i.U 

997.3 

1945-46 

146.4 

85.8 

34*0 

lo:>.5 

232.5 

195.5 

128.9 

T7/  A 

OOO  cJ 

oca  zr 
353. P 

1,143.6 

1946-47 

114.2 

60.4 

31.9 

180.4 

597.4 

7';  7 
f  p.  < 

106.0 

224.9 

379.6 

1947-48 

123.3 

7o,b 

loi.  J 

poi.o 

XXO.^ 

7P  9 

0/^*3  T 

-cU^.X 

JXX.I? 

744.  ^ 

1948-49 

43.9 

45.4 

20.1 

83.7 

479.0 

85.6 

74.2 

111.5 

66.7 

112.8 

204.4 

628.2 

1949-50 

106.3 

81.9 

32.1 

172.9 

700.9 

0/  Q 
04.  V 

52.8 

113.4 

260.4 

fOo.O 

1950-51 

98.5 

48.5 

33.5 

113.5 

567.5 

247.6 

141.3 

76.3 

79.9 

199.7 

325.4 

1,078.6 

Average: 

1941-42 

156.7 

95.0 

76.7 

214.9 

784.6 

275.1 

178.6 

127.9 

149.1 

235.1 

347.0 

1,028.1 

to  1945-46 

1 

Average: 

1946-47 

97.2 

62,6 

30.0 

146.4 

585.3 

218.5 

115.6 

77.0 

80.2 

170.8 

296.3 

885.6 

to  1950-51 
1 

Source:    Records  of  eight  packing  houses. 
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oranges  were  1,603,000,  and  l,lUO,000  field  boxes.    This  represents  a 
combined  decrease  during  the  two  periods  of  22  per  cent  for  lemons  and 
29  per  cent  for  oranges.    The  decline  in  volume  of  fruit  received  was 
much  more  severe  for  some  houses  than  for  others.    For  example,  two  houses 
(San  Dimas  ?nd  Upland  Lemon)  experienced  a  decline  in  volume  of  less  than 
1$  per  cent,  whereas  three  other  houses  handling  lemons  experienced  a 
decrease  of  over  hO  per  cent.    For  oranges.  Upland  Citrus  and  Upland  Heights 
experienced  a  decrease  in  volume  of  2^  per  cent  or  less,  whereas  one  house 
experienced  a  decline  of  60  per  cent. 

As  smaller  percentages  of  fruit  received  were  actually  packed  during 
the  last  five  years,  the  decline  in  volume  packed  would  be  relatively 
greater  than  the  figures  on  receipts.    The  conclusion  is  inescapable  that 
all  houses  are  utilizing  a  much  smaller  proportion  of  their  facilities 
(assuming  no  contraction  of  such  facilities)  than  they  did  10  years  ago. 
With  further  declines  in  acreage  in  prospect  during  the  next  few  years,  an 
even  less  efficient  use  of  facilities  is  likely  during  the  years  immediately 
ahead. 

Utilization  of  Facilities. — The  information  presented  above  indicated 
the  desirability  of  determining  more  fully  present  utilization  of  capacity 
in  individual  houses.    Such  information  should  serve  as  a  basis  for 
determining  to  what  extent  the  area  is  over  or  under  supplied  with  packing 
house  facilities.    Furthermore,  there  is  often  a  direct  inverse  relation 
between  the  utilization  of  capacity  and  unit  costs  of  operation.  For 
example,  a  medium-sized  house  operating  at  full  capacity  may  have  lower 
unit  packing  costs  than  a  larger  house  operating  well  below  full  capacity. 

A  completely  accurate  determination  of  capacity  presents  many 
difficult  economic  and  engineering  problems,  and  is  time  consuming  and 
costly.    Because  extreme  accuracy  was  not  considered  necessary  for  the 
purposes  of  this  report,  a  rough  approximation  to  over-all  "flow  capacity" 
in  each  house  was  obtained  by  requesting  each  manager  to  supply  the  best 
estimate  he  could  of  the  more  important  types  of  equipment  used  and  the 
number  of  field  boxes  of  fruit  that  could  be  received  and  processed  in  a 
normal  eight-hour  day.    Similarly,  managers  of  houses  handling  lemons  were 
asked  to  estimate  the  approximate  peak  storage  capacity  of  lemons  in  terms 
of  carlots. 

Even  where  capacity  rating  for  individual  houses  can  be  established, 
considerable  caution  is  necessary  in  determining  percentage  utilization  of 
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such  capacity.    The  flow  of  fruit  to  citrus  packing  houses  is  highly 
seasonal.    For  example,  although  some  navel  oranges  may  be  picked  and 
packed  as  early  as  December,  the  bulk  reaches  maturity  during  March  and 
April,  the  latter  usually  being  the  month  of  peak  shipments.    The  beginning 
of  the  Valencia  season  is  usually  May  or  June,  but  July  and  August  are  the 
months  of  peak  shipments.    Lemons  may  be  picked  the  year  round,  but  peak 
picks  usually  occur  in  April,  May,  or  June,  with  some  variation  from  year 
to  year  because  of  weather  conditions.    In  the  O.K.  area,  the  volume  of 
navel  oranges  handled  is  usually  several  times  greater  than  that  of  Valencia 
oranges.    Orange  packing  house  facilities,  therefore,  should  be  assessed  in 
terms  of  the  larger  navel  crop. 

Another  difficulty  arises  from  the  fact  that  packing  houses  have  some 
latitude  as  to  the  day  or  week  in  which  fruit  may  be  picked.    Uhile  most 
deciduous  fruit  may  have  to  be  picked  within  a  two-  or  three-day  period, 
delay  of  a  week  or  two  in  the  picking  of  citrus  fruit  may  not  result  in 
any  marked  deterioration  of  shipping  or  storage  quality.    Moreover,  it  is 
possible  to  handle  larger  than  normal  volumes  by  working  additional  shifts 
or  on  Saturdays. 

There  is  also  some  flexibility  in  the  volumes  of  lemons  that  may  be 
put  into  storage.    Many  houses  have  followed  the  policy  of  storing  a  large 
proportion  of  the  lemons  received,  partly  to  obtain  a  higher  prorate  and 
partly  in  the  hope  that  the  markets  might  absorb  a  larger  volume  of  fresh 
fruit  than  could  normally  be  expected.    The  policy  of  the  Lemon  Adminis- 
trative Committee,  of  establishing  prorates  on  "advance  counts"  as  well 
as  on  the  actual  quantity  of  fruit  in  storage,  has  reduced  to  some  extent 
the  quantity  of  lemons  placed  in  storage*    Moreover,  it  is  normal  to  divert 
a  larger  proportion  of  lemons  to  by-products  at  the  washer  in  years  of  high 
production  than  in  years  of  medium  or  low  production. 

For  the  purpose  of  this  study  a  rough  estimate  of  capacity  utilization 
in  individual  houses  was  made  by  comparing  the  volume  of  fruits  handled  in 
plants  in  the  month  of  highest  receipts  during  the  past  two  years  with  the 
capacity  rating  given  by  plant  managers.    Monthly  capacity  was  determined 
by  multiplying  the  daily  capacity  ratings  by  22  (working  days).    For  navels, 
the  month  of  highest  receipts  of  fruit  occurred  in  19^9-50;  for  lemons,  in 
19^0-51  (Table  10). 

In  four  of  the  houses  handling  oranges,  less  than  $0  per  cent  of  the 
normal  capacity  was  utilized  in  the  month  of  peak  receipts  in  19U9-50 — a 
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Table  10 

Per  Cent  of  Handling  Capacity  Utilized^' 


Handling  Capacity 

Peak  month 
19U9-50 

2/ 

Volume-' 
handled 

Peak 
volume 
handled 

Name  of  Association 

Field  boxes 
(8-hr. day) 

Field  boxes 
(22-day  mo.) 

(oranges ) 
( lemons ) 

in  peak 

moni'.Vi 

(field  boxes) 

as  per 
cent  of 
capacity 

Navel  Oranges 

Alta  Loma 
Etiwanda 
Mountain  View 

Upland  Citrus 
Upland  Heights 

3,200 
2,500 
1,600 
2,000 
15,000 
3,000 

70,U00 
55,000 
35,200 

UU,ooo 

330,000 
66,000 

Lemons 

April 
March 
March 

May 
April 
April 

20,000 
18,300 
10,200 

155,600 
71,500 

28. U 

33.3 
29.0 

U7.2 
108.3 

Alta  Loma 
Etiwanda 
Mountain  View 
Old  Baldy 
San  Dimas 
Upland  Lemon 

3,200 
2,500 
1,600 
2,000 
3,600 

iU,ooo 

70,hOO 

55,000 

35,200 

UU,ooo 
79,200 
308,000 

April 
April 
April 
April 
April 
May 

28,300 
12,900 
16,000 
31,600 

65,000 

259,000 

UO.2 
23.5 
U5.5 
71.8 
82.1 
8U.1 

1/  "Handled"  implies  volume  of  fruit  received  and  washed,  sorted,  and/or  graded. 


2/  For  oranges,  these  data  were  calculated  from  information  obtained  from  the 
~    O.K.  Exchange  in  regard  to  assessments. 

For  lemons,  data  are  based  upon  monthly  picks. 
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moderately  good  year  as  regards  volume  of  fruit  produced.    In  one  house, 
capacity  was  fully  utilized.    Data  are  not  available  for  the  sixth  house 
handling  oranges.    Three  of  the  six  houses  handling  lemons  operated  at 
less  than  50  per  cent  of  full  capacity  during  the  month  of  peak  receipts 
of  fruit  in  19$0-5l.    Three  houses  operated  at  70  per  eent  and  higher. 
The  largest  house  (Upland  Lemon)  operated  at  6h  per  pent  ef  capacity. 

Per  cent  utilization  of  lemon  storage  capacity  was  obtained  by 
comparing  the  peak  volumes  of  lemons  carried  in  storage  (based  on  biweekly 
reports  of  the  Lemon  Administrative  Committee)  with  the  storage  capacity 
rating  supplied  by  managers.    Data  were  not  available  for  one  house.  In 
two  houses  less  than  $0  per  cent  of  capacity  was  utilized,  in  another, 
less  than  70  per  cent.    In  the  other  two  houses,  however,  90  per  cent  or 
more  of  storage  capacity  was  used  (Table  11). 

These  estimates,  rough  as  they  may  be,  are  of  considerable  significance 
in  any  consideration  of  a  plan  for  consolidating  packing  house  facilities. 
It  may  be  concluded  that  three  houses  handling  lemons  and  all  except  one 
handling  oranges  are  making  very  poor  use  of  their  facilities.    In  view 
of  further  declines  in  acreages  of  fruit  in  the  area,  even  poorer 
utilization  of  facilities  may  be  expected  during  the  next  few  years. 

Analysis  of  Packing  Costs  in  Ares 

Introduction. --In  the  first  section  of  this  report  it  was  noted  that 
costs  per  box  of  packing  all  types  of  citrus  fruit  had  just  about  doubled 
between  1939-UO  and  19U9-50  and  that  the  trend  of  such  costs  was  still 
upward  (p.  18).    Moreover,  the  Farm  Credit  Administration  study  on  costs 
of  packing  citrus  fruit  (previously  referred  to,  p.  21)  indicated  that 
there  was  an  inverse  relationship  between  the  voliune  of  fruit  handled  in 
individual  packing  houses  and  their  unit  costs  of  packing.    Under  the  terms 
of  reference  from  the  Board  of  Directors  of  the  Ontario-Cue amonga  Fruit 
Exchange,  special  emphasis  was  placed  on  an  analysis  of  packing  house  costs 
and  the  effect  thereon  of  variations  in  the  volume  of  fruit  handled  between 
and  within  houses  from  year  to  year.    Finally,  it  would  seem  logical  that 
any  study  evaluating  the  feasibility  of  consolidating  packing  house 
operations  should  be  predicated  largely  upon  an  analysis  of  volume-unit 
cost  relations. 

Determining  volume-cost  relations  presents  many  difficulties, 
especially  where  cost  comparisons  between  houses  (or  associations)  are 
involved.    These  difficulties  may  be  grouped  under  three  main  headings: 
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Table  11 

Per  Cent  of  Lemon  Storage  Capacity  Utilized  (1950-51) 


Name  of 
Association 

Storage 
capacity 
(cars) 

Fruit  in 
storage 
(peak  month) 

Per  cent  of 
storage  capacity 
utilized 

Alta  Loma 

130 

62 

U7.7 

Etiwanda 

70 

N.A. 

Mountain  View 

200 

Uo 

20.0 

Old  Baldy 

i5o 

101 

67.3 

San  Dimas 

180 

173 

96.1 

Upland  Lemon 

620 

578 

93.2 

■ 
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(a)  those  connected  with  the  fact  that  only  a  small  number  of  associations 
participated  in  this  studyj  (b)  those  connected  with  variations  in 
accounting  practices  among  houses,  and  (c)  those  arising  because  many 
factors  other  than  volume  of  product  handled  have  an  influence  upon  unit 
costs  of  operation.    Although  some  of  these  problems  are  of  general 
application  in  studies  cf  this  nature,  they  will  be  considered  briefly 
principally  from  the  standpoint  of  the  packing  houses  participating  in 
this  study.    In  the  next  few  pages  attention  will  be  directed  to  the 
nature  of  these  problems  and  the  procedures  adopted  by  the  authors  to 
resolve  or  mitigate  the  particular  difficulties  encountered. 

Small  Number  of  Associations.— As  four  of  the  eight  houses  were 
combination  houses  (having  both  orange  and  lemon  departnsents) ,  two  were 
lemon  houses,  and  two  orange  houses,  it  was  possible  to  obtain  only  six 
observations  on  costs  of  packing  oranges  and  a  similar  number  for  lemons, 
for  any  single  year.    As  the  area  under  study,  in  common  with  most  other 
parts  of  California,  had  experienced  widely  varying  outputs  of  fruit  during 
the  years  I9I4.8-I49  to  1950-^1,  it  was  decided  to  obtain,  from  each  house, 
volume  and  cost  data  on  packing  operations  for  three  years.    It  was 
considered  that  if  cost  data  for  the  first  two  years  could  be  adjusted 
upward  for  increases  in  the  prices  of  cost  factors,  such  as  labor,  materials, 
taxes,  etc.,  it  would  be  possible  to  obtain  a  wider  base  for  unit  cost 

comparisons  not  only  between  houses  but  also  within  houses  from  year  to 

10/ 
year. — ' 

Problems  and  Adjustments;— Accounting  Data.— In  order  to  ensure  a 
maximum  degree  of  comparability  of  cost  data  between  and  within  houses, 
it  was  necessary  to  analyze  carefully  the  basic  accounting  procedures 
followed  by  individual  houses  and  to  make  such  adjustments  as  were  deemed 
desirable  and  were  not  too  time  consuming.    The  basic  data  used  were  the 
annual  reports  made  by  firms  of  public  accountants  to  the  Boards  of 
Directors  of  each  association,—'^  supplemented  where  necessary  by  additional 
information,  obtained  from  the  books  and  records  of  associations,  on  volumes 

10/  These  adjustments  are  presented  in  the  groups  of  tables  labeled 
"2nd~Adjustment." 

11/  Several  associations  included  the  balance  sheet  and  operating 
sta'iements  from  the  auditors'  reports  in  their  annual  reports  to  members. 
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of  fruit  received  and  disposed  of  through  different  sales  outlets—packed, 

loose,  and  by-products. 

After  a  preliminary  examination  of  the  annual  operating  statements 
for  individual  associations,  it  was  found  that  adjustments  for  purposes 
of  comparison  would  fall  into  five  categories.    These  were  concerned 
with:  (a)  differences  in  the  treatment,  by  houses,  of  packing  house 
revenuej  (b)  cost  classifications  and  nomenclature;  (c)  provision  of 
depreciation  reserves;  (d)  obvious  errors  in  accounting  data;  and  (e) 
cost  allocations.    These  are  dealt  with  consecutively  in  the  following 
subsections. 

(a)    Packing  House  Revenue.— The  annual  revenues  of  associations, 
out  of  which  packing  costs  are  met,  are  obtained  from  "retains"  or 
deductions  from  the  proceeds  of  sales  on  behalf  of  individual  grower- 
members.    The  usual  practice  in  packing  houses  is  to  make  a  deduction 
of  so  many  cents  a  box  of  packed  fruit,  a  smaller  deduction  per  box  of 

fruit  sold  loose,  and  a  deduction  of  so  many  dollars  a  ton  on  fruit  sent 

12/ 

to  the  orange  or  lemon  products  plants  for  processing. —     The  scale  of 
these  deductions,  in  individual  associations,  ostensibly  is  geared  roughly 
to  anticipated  costs  of  handling  fruit  sold  through  the  different  sales 
outlets.^/    As  the  bulk  of  fruit  is  received  from  growers  in  packed  form, 
it  has  become  customary  for  individual  associations  to  report  to  members 
the  average  annual  costs  on  a  per  packed  box  basis.    Because  growers 
shipping  fruit  to  different  houses  often  compare  such  unit  costs,  there 
is  a  predisposition  on  the  part  of  packing  house  managers  to  report  low 
costs  per  unit.    In  the  citrus  industry  generally,  several  accounting 
devices  may  be  used  to  obscure  the  actual  unit  costs  incurred  in  handling 
packed  fruit. 

Two  practices  were  followed  in  the  O.K.  area  in  dealing  with  packing 
revenues  and  operating  costs,  both  defendable  from  an  accounting  standpoint. 


12/  In  some  associations  additional  sources  of  revenue  may  be  from 
proTits  on  operation  of  an  ice  plant  or  from  operation  of  labor  camps. 
These,  however,  were  not  important  in  the  area  under  study. 

13/  Normally,  the  total  annual  deductions  (in  order  to  provide  a  margin 
of  safetv)  would  be  somewhat  greater  than  total  annual  operating  costs, 
the  operating  balance  or  overage  (revenue-costs)  being  returned  to  members 
in  the  final  year-end  settlement. 
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The  first,  used  in  six  of  the  houses,  was  to  pool  all  revenues,  from 
whatever  source,  in  a  single  revenue  account  and  to  allocate  overhead 
and  indirect  expenses  on  some  agreed  upon  basis  among  packed,  loose, 
and  by-products  fruit.    In  the  other  two  houses  it  was  the  practice  to 
regard  as  packing  house  revenue  only  the  retains  on  packed  and  loose  fruit, 
the  latter  being  only  a  minor  source  of  revenue  for  these  houses. 
Deductions  from  the  sale  of  by-products  fruit  were  regarded  as  a  credit 
against  the  costs  of  packing  house  labor,  and/or  depreciation,  and  salaries. 
The  problem  of  interplant  or  interyear  comparisons  is  complicated  further 
by  the  fact  that  the  scale  of  retains,  by  individual  houses,  on  by-products 
fruit  varied  from  house  to  house  and  from  year  to  year  for  some  houses. 

After  careful  consideration  it  was  decided  that  the  comparability  of 
data  would  be  enhanced  if,  in  all  houses,  revenue  on  by-products  fruit  was 
regarded  as  part  of  the  over-all  revenues  for  packing  houses.    The  cost 
data  shown  in  the  annual  audit  reports  for  the  two  houses  concerned,  for 
labor,  and/or  depreciation,  and  salaries,  were  thus  increased  by  the  amounts 
retained  each  year  on  by-products  fruit.    Packing  house  revenue  was  increased 
by  the  same  amounts.—^ 

(b)    Cost  Categories  and  Nomenclature . —Another  problem,  not  of 
particular  importance  in  the  area  under  study,  is  the  variation  in  the 
number  of  cost  accounts  summarized  in  the  annual  reports,  and  the 
nomenclature  thereof.    In  this  area  the  books  of  five  of  the  associations 
were  audited  by  a  single  firm  of  public  accountants  which  had  installed, 
in  each  house,  more  or  less  uniform  cost  categories  and  accounting 
procedures.    This  same  firm  had  at  one  time  audited  the  books  of  the  other 
three  associations,  and  their  present  auditors  have  continued  to  use  the  . 
old  cost  classifications.    This  uniform  classification  system  simplified 
the  comparison  of  expense  items. 

A  minor  complication  arose  from  the  fact  that  several  of  the  smaller 
associations  grouped  all  labor  expenses  under  a  single  heading—packing 
house  labor.    Four  of  the  associations,  however,  had  two  labor  categories- 
packing  labor  (wages  paid  only  for  packing)  and  general  house  labor  (wages 
paid  to  workers  on  all  tasks  other  than  packing).    Rather  than  attempt  to 
break  down  labor  costs  for  three  years  into  the  two  subclassifications,  it 


Ik/  These  adjustments  were  incorporated  in  the  second  group  of  summary 
cost~tables  labeled  "1st  Adjustment." 
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was  decided  to  obtain  a  reasonable  approximation  bv  (1)  determining, 
for  the  four  houses  that  did  make  this  distinction,  the  ratio  of  labor 
for  packing  only,  to  all  labor  costs         (2)  averaging  the  ratios  for 
lemon  operations  and  orange  operations  separately;  and  (3)  applying 
these  averages  to  the  total  labor  costs  of  the  other  four  houses,—^ 

(c)    Depreciation  Reserves , --Variations  in  the  practices  followed 
by  individual  associations  in  regard  to  depreciation  reserves  on  plant 
and  equipment  seriously  vitiated  the  comparability  of  cost  data.— ^  In 
analyzing  the  annual  reports  of  individual  associations  it  was  found  that 
some  of  them  provided  for  depreciation  on  the  straight-line  principle  year 
in  and  year  out.    Usually  the  rate  of  depreciation  was  2 J  per  cent  on 
buildings  and  10  per  cent  on  equipment  although  there  were  minor  variations 
from  these  rates.    In  another  house,  depreciation  was  provided  annually  on 
a  per  field  box  basis.    The  total  amount  provided  each  year  thus  varied 
with  the  number  of  field  boxes  received.    Two  other  associations  provided 
little  or  no  depreciation  in  years  of  low  production  (e.g.,  19li8-U9),  and 
customary  rates  of  depreciation  only  in  years  of  moderately  high  production, 
■finally,  one  association,  anticipating  that  new  operating  techniques 
(see  p,  21)  would  make  much  existing  equipment  obsolete,  decided  to  write 
off  fixed  assets  (other  than  land)  at  much  higher  than  customary  rates 
during  the  years  19U9-50  and  19^0-51.    For  example,  this  association 
depreciated  buildings  in  19^0-51  at  the  rate  of  $  per  cent,  and  equipment 
at  the  rate  of  20  per  cent.    The  rates  during  the  previous  year  were 
somewhat  lower. 

For  purposes  of  comparability,  depreciation  rates  for  several  of  the 

houses  were  recomputed  by  the  authors,  roughly  on  the  basis  of  2^  per  cent 

18/ 

on  buildings  and  10  per  cent  on  equipment. — '     This  corrective  procedure 
may  have  some  defects  since  the  time  of  installation  of  equipment  or 

15/  It  was  found,  in  the  four  houses  that  did  make  this  distinction, 
that  there  was  only  a  moderate  range  between  the  highest  and  lowest  ratios 
for  individual  houses  in  any  one  year  although  there  was  some  variation  in 
the  ratios  for  orange  operations  from  year  to  year  for  all  houses. 

16/  Incorporated  under  tables  labeled  "1st  /Adjustment." 

17/  Decisions  regarding  the  rates  of  depreciation  to  be  set  aside 
annually  are  made  by  the  Board  of  Directors  of  each  association. 

18/  Reflected  in  data  of  series  of  tables  labeled  "1st  Adjustment." 
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erection  of  buildings  would  influence  the  original  cost.    For  example, 
the  same  type  of  equipment  installed  in  19U8  would  probably  have  cost 
considerably  more  than  if  it  had  been  installed  in  19U2,    This  variation 
in  regard  to  equipment  is  probably  not  too  serious  because  most  associations 
tend  to  install  newly  developed  equipment  within  a  year  or  two  of  each  other. 
The  problem  is  more  serious  for  buildings.    It  was  decided  not  to  attempt 
corrections  for  this  factor  because  even  large  variation  in  original  costs 
of  buildings  would  still  be  only  a  minor  factor  in  considering  total  unit 
costs  of  handling  packed  fi*uit.    Furthermore,  corrections  would  have  to  be 
made  for  variations  in  qiiality  of  buildings  as  well  as  original  costs — 
necessitating  architectural  and  engineering  appraisals  not  feasible  in 
this  study. 

(d)  Correction  of  Obvious  Errors  in  Cost  Data. — Preliminary 
comparisons  of  unit  cost  data  brought  to  light  obvious  inconsistencies  in 
material  costs  in  t\io  houses.    In  both  these  houses,  material  costs  per 
unit  in  one  year  were  considerably  lower  than  in  the  following  year,  and 
were  also  out  of  line  with  similar  costs  in  other  years.    The  managers  of 
both  houses  stated  that  errors  had  been  made  in  determining  year-end 
inventories  of  packing  materials.    In  the  case  of  one  house,  a  carload 

of  box  shook  en  route  at  the  time  inventory  was  taken,  but  previously 
paid  for,  was  charged  to  one  year  although  the  shook  was  used  the  following 
year.    In  the  case  of  the  other  house,  errors  had  been  made  in  extending 
inventory  totals.    Appropriate  corrections  were  made  which  resulted  in 
bringing  the  materials  costs  per  unit  more  nearly  in  line  with  those  in 
other  houses — at  least  within  the  range  of  comparability, 

(e)  Cost  Allocations.— Before  the  operatijig  statements  obtained  from 
individual  houses  could  be  analyzed,  two  major  decisions  had  to  be  made  in 
regard  to  cost  allocation.    The  first  was  of  primary  concern  in  combination 
houses,  and  involved  a  suitable  basis  of  allocation  of  certain  cost 
categories  (mainly  indirect  or  overhead  costs)  between  the  orange  and 
lemon  departments.    Customary  procedure  in  all  combination  houses  was  for 
such  costs  to  be  prorated  between  the  orange  and  lemon  departments  on 
bases  mutually  agreed  upon  by  the  packing  house  managers  and  the  public 
accountant  employed  by  the  board  to  conduct  the  annual  audit  of  the  books 
of  associations.    Enquiry  indicated  that  such  allocations  were  made  only 
after  careful  and  detailed  analysis  of  the  several  factors  involved.  In 
view  of  this  fact,  and  because,  in  most  houses,  direct  costs  chargeable 
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to  the  orange  and  lemon  departments  account  for  over  60  per  cent  of  the 
total  costs  of  handling  fruit,  it  was  decided  to  accept  the  allocations 
as  shown  in  the  audit  reports. 

The  second  problem  involved  allocation  of  total  annual  costs  in  the 
orange  or  lemon  deoartments  among  packed  fruit,  fruit  sold  loose,  and  fruit 
sent  to  the  products  departments.    As  the  great  bulk  of  fruit  received  by- 
houses  each  year  is  shipped  in  packed  form,  it  was  thought  desirable  to 
obtain  a  final  unit  cost  figure  which  would  reflect,  as  nearly  as  possible, 
the  actual  cost  of  packing  a  box  of  fruit.    Unfortunately,  most  of  the 
houses  do  not  keep  their  records  in  sufficient  detail  to  pennit  a  breakdown 
of  such  costs  as  general  packing  house  labor,  salaries,  depreciation, 
interest,  etc.,  for  fruit  sold  through  different  outlets. 

After  consultation  with  packing  house  managers  and  bookkeepers  and 

19/ 

a  firm  of  public  accountants  in  San  Bernardino,~'  it  was  decided  to  adopt 
the  following  procedure:    Use  the  total  number  of  boxes  of  fruit  packed  as 
the  divisor  in  determining  direct  unit  costs  of  packing  (packing  materials 
and  packing  labor),  and  the  packed  box  equivalent  of  all  fruit  handled 
(packed,  loose,  and  by-products)  as  the  divisor  for  determining  indirect 
or  overhead  unit  costs  (miscellaneous  costs,  salaries,  depreciation,  etc.). 
It  is  probable  that  this  method  understates,  to  some  extent,  the  actual 
unit  costs  for  packed  fruit,  as  it  is  reasonable  to  expect  that  packed 
fruit  should  bear  a  more  than  proportionate  share  of  such  expenses  as 
salaries  and  depreciation.    The  margin  of  error,  however,  would  not  be 
too  serious  in  the  total  unit  cost  figure  in  view  of  the  fact  that  variable 
costs  (or  direct  packing  costs)  constitute  over  60  per  cent  of  total  costs, 
and  packed  fruit  accounts  (in  most  years)  for  70  per  cent  or  more  of  all 
fruit  handled.    The  alternative  would  have  been  a  laborious,  and  still 
arbitrary,  task  of  allocating  individual  cost  items. 

Factors  Influencing  Unit  Costs. — In  this  study  attention  was  directed 
primarily  at  the  relation  of  volume  to  unit  costs  both  within  and  among 
packing  houses.    Economists  of  course  realize  that  numerous  factors  other 
than  volume  may  have  a  direct  bearing  on  unit  costs,  for  example,  per  cent 
of  capacity  utilized.    A  house  handling  a  small  volume  of  fruit,  but 
operating  at  or  near  full  capacity,  may  have  unit  costs  of  packing  as  low 
as  a  house  handling  a  much  larger  volume  but  operating  well  below  full 

19/  This  firm  has  had  many  years'  experience  in  auditing  the  books  of 
cooperative  associations  engaged  in  the  packing  of  citrus  fruit. 
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capacity.—^   Seasonal  (including  daily  and  weekly)  variations  in  the 

volume  of  fruit  handled  may  also  be  an  important  factor  both  between 

houses  and  between  years.    If  fruit  arrives  at  a  plant  steadily  in  more 

or  less  constant  volume,  both  labor  and  plant  can  be  used  more  efficiently. 

Variations  in  the  average  size  and  quality  of  fruit  available  to  houses  in 

different  years  may  be  another  factor.    In  years  when  fruit  is  of  poor 

quality  and  of  small  average  sizes,  costs  per  packed  box  are  likely  to  be 

much  higher  (more  time  to  pack  a  box,  more  wrappers,  more  care  in  eliminating 

poor  quality  fruit)  than  in  years  when  fruit  is  of  better  over-all  quality. 

It  may  be  that,  in  a  particular  house,  unit  costs  should  be  considered  in 

relation  to  prices  received.    More  care  and  expense  in  packing  may  result 

in  premium  prices  for  fruit  sold.    It  is  also  conceivable  that  higher 

costs  in  one  category  (e.g.,  higher  expense  and  depreciation  on  equipment) 

may  to  some  extent  offset  lower  prices  in  another  category  (e.g.,  labor). 

This  would  be  true  if  one  house  made  greater  use  of  mechanical  equipment 

on  tasks  which,  in  another  house,  were  performed  by  hand  labor.  Finally, 

one  house  may  obtain  certain  cost  factors  at  lower  prices  than  others — for 

example,  its  average  level  of  wages  paid  might  be  lower  than  that  for  the 
21/ 

area  in  general. — ' 

In  spite  of  the  fact  that  unit  costs  may  be  influenced  by  several 
factors,  it  was,  nevertheless,  decided  to  confine  attention  largely  to 
the  effect  of  volume  upon  such  costs.    This  decision  was  taken  first 
because  of  the  small  number  of  cases  available  for  study  (six  lemon 
operations  and  six  orange  operations);  second,  because  a  study  designed 
to  measure  (or  eliminate)  the  effect  of  other  factors  would  have  been 
time  consuming;  and  finally,  because  the  most  pressing  problem  facing 
the  packing  houses  in  the  area  studied  was  inadequacy  of  volume. 

For  these  reasons,  it  should  be  emphasized  that  the  volume  cost 
curves  which  will  be  presented  later  (pp.  50,^9)  are  merely  generalized 
curves  designed  to  show  the  best  fit  of  the  data  available.    They  are  not 
intended  to  represent  econoiry  of  scale  curves. 

20/  As  will  be  shown  later,  this  was  true  in  the  area  under  study, 

21/  It  is  not  intended  that  the  above  enumeration  of  factors  that  may 
influence  unit  costs  shall  be  exhaustive.    Althoiigh  some  of  the  more 
important  factors,  other  than  volume,  are  included,  other  factors  not 
enumerated  may  be  important  under  certain  circumstances. 
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Unadjusted  Unit  Costs  of  Packing  Oranges  and  Lemons. — Condensed  unit 
costs  of  packing  oranges,  by  houses,  for  the  years  l^Q-h?  to  1950-51  are 
summarized  in  Table  12,  and  of  packing  lemons,  in  Table  13.    Because  of 
the  structures  mentioned  above,  no  useful  purpose  will  be  served  by 
analyzing  these  tables  in  detail.    Attention  is  called  to  the  fact  that 
three  houses  (Etiwanda,  Mountain  View,  and  Old  Baldy)  did  not  pack  oranges, 
and  two  houses  (Mountain  View  and  Old  Baldy)  did  not  pack  lemons  in  19U8-li9, 
the  heavy  freeze  years.    Fruit  of  these  houses  was  handled  through  Upland 
Citinis  and  Upland  Lemon.    It  will  be  noticed  also  that  Alta  Loma  made  no 
provision  for  depreciation  (in  either  the  orange  or  lemon  departments)  in 
19U8-ij.9i  and  only  moderate  provision  the  follovring  year.  Depreciation 
allowance  was  inadequate  in  several  other  houses.    No  depreciation  is 
shown  for  Upland  Heights  in  19U8-lj.9  because  this  house  had  almost 
completely  depreciated  all  plant  and  equipment.    Attention  is  also 
directed  to  the  fact  that  unit  costs  of  materials  for  Alta  Loma  in  19U9-50 
were  almost  2$  cents  higher  for  oranges  and  12  cents  higher  for  lemons 
than  they  were  in  the  following  year.    A  similar  discrepancy  appears  in 
the  data  for  San  Dimas  (lemons)  for  the  years  I9U8-I49  and  19U9-50.  These 
discrepancies  were  due  to  errors  in  inventory. 

Unit  Costs  of  Packing  Oranges  and  Lemons;  1st  Adjustment. — The  data 
in  Tables  13  and  ll|  are  based  on  those  in  Tables  11  and  12  except  that 
adjustments  were  made  (1)  to  correct  errors  in  inventory  (in  two  houses)j 
(2)  to  provide  uniform  rates  of  depreciation  in  all  packing  houses;—'^ 
and  (3)  to  eliminate  revenue  from  retains  on  fruit  sent  to  products  plants 
from  labor  and  other  costs. 

The  unit  cost  data  in  the  tables  of  1st  adjustment  probably  represent 
as  close  an  approximation  as  is  feasible  to  the  real  costs  per  packed  box 
incurred  by  each  of  the  houses  from  I9U8-U9  to  1950-51.    This  intermediate 
adjustment  was  believed  necessary  to  permit  a  more  valid  comparison  of 
unit  costs  actually  incurred  in  packing  fruit  and  also  to  permit  further 
adjustments  designed  to  overcome  variations  in  cost  factors  between  years. 
These  data  were  also  useful  in  determining  net  returns  (f.o.b.  prices  per 
box  less  packing  costs)  that  could  have  been  paid  by  houses  to  grower 

22/  No  additional  depreciation  was  computed  against  Upland  Heights  as 
this  house  had  almost  completely  depreciated  buildings  and  equipment. 

23/  Details  of  adjustments  are  shown  in  Appendix  B. 
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Table  12 

Summary  of  Unit  Packing  Costs;  Oranges:  Basis  of  Annual  Reports 


Volume  and  cost  gro\ip 

Alt a  Lome 
A 

Etiwanda 
B 

Mt.  View 
C 

Old  Baldy 
D 

Upland 
Citrus 
E 

Upland 
Heights 
F 

I9U8-U9 

Total  volume  1/ 
Packed  boxes  only 

28,596 
19,027 

— 

— . 

— 

319,605 
170,995 

55,135 
27,586 

Materials 
Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.UU75 
•  3817 
.2865 

.lli23 
.07U9 

— 

.510); 
.2808 
.0890 
.0380 
.0320 
.0009 

.3197 
.3155 
.1332 
.1265 

.0023 

Total  cost 

1.3329 



.9511 

.8972 

19l;9-50 

Total  volume  l/ 
Packed  boxes  only 

72 i 315 
U9,333 

36^526 
19,831 

12^071 
10,182 

109^719 
77,271 

U85>771 
328, 8lU 

200^075 
139,529 

IVlta  OcX  Xc:lJ.O 

Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.58li2 
.1631 
.1388 
,0621 
.0596 
.0576 

.U878 
.230U 
.1207 
.0870 
.0190 
♦  0030 

.1;012 
.3299 
.li;73 
.0261 
.0292 

.l;37l 
.3300 
.1231; 
.0987 
.0263 
.0008 

.5097 
.25U5 
.0769 
.0255 
.0197 
.0007 

.l;9lH 
.3ll;2 
.0507 
,o5oo 
.0057 
.oooU 

Total  cost 

1.0651; 

.9U79 

1.1;805 

1.0163 

.8870 

.9151 

1950-51 

Total  volume  1/ 
Packed  boxes  only 

66i937 
51,998 

2U,5U6 
17,697 

13i926 
11,1;97 

77,167 

62,620 

396,i;89 
32l;,ll8 

170,7i;2 
ll;7,2U6 

Materials 
Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.3362 
.2323 
.1771 
.0lt60 
.1U30 
.0i;87 

.U085 
.2635 
.1678 

.1135 
.0252 
.0071; 

.5ll;9 
.3832 
.2231; 
.1091 
.1030 
.016U 

.5125 
.3633 
.ll;6i; 
.0589 
•0593 
.ooUo 

.i;599 
.2512 
.0818 
.0397 
.0269 
.0015 

.UUU8 
.2500 
.0835 
.07l;2 
.0071; 
.0006 

Total  cost 

.9833 

.9859 

1.3500 

l.lUlil; 

.8610 

.8605 

1/  Packed  boxes  plus  loose  fruit  and  by-products  converted  to  pscked  boxes. 


Source:    Summarised  from  data  in  Appendix  Tables  7  to  12» 
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Table  13 

STomraary  of  Unit  Packing  Costs:  Lemons:  Basis  of  hrrnnal  Reports 


Volume  and  cost  grovipj 

Alt a  Loma 
A 

Etiwanda 
B 

Mt.  View 
C 

1 

Old  Baldy 
D 

San  Diraas 
G 

ULGA 
H 

Total  volume  1/ 
Packed  boxes  only 

oP.  071 

75 i 707 

1 

1 

l3o-,65l 
79,656 

523,851 
330,025 

Labor 

Miscellaneous 
oaxarxes 
Depreciation 
Interest 

.7703 
.5232 
.265U 

i 

.1U89  ^ 

.5U6i 

.U525 
.1596 

.0933 
.0668 
.0066 

— 

— 

.6720 
,ia;25 
.265U 
.1031 
.0385 
.0115 

.5551^ 
.38U5 
.1682 
.oU52 
.12U5 
.0012 

Total  cost 

1.8529 

I.32U9 

1.5330 

1.279IJ 

19U9-50 

Total  volume  1/ 
Packed  boxes  only 

56;099 
la,  910 

28',536 
21,565 

35,887 
27,l4i;3 

77iU85 
U6,020 

l63-,637 
125,355 

531',187 
38U,7ll^ 

Materials 
Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.58U9 
.U525 
.226U 
.09U7 
.1118 
.0970 

.UUlo 
.520U 
.1829 
.1211 
.0633 
.OOUl 

______ 

.5703 
.5753 
.3ii7l 
1  .1U79 
.0536 
.0293 

.5291 
.5305 
.1881 
.0865 
.0238 
,0h01 

.6036 
.U57u 
.1938 
,0826 

.0589 
.0081 

.6017 
•4317 
.1893 
.OU33 

.1260 

Total  cost 

1.5673 

1.3328 

1.7235 

1 

1.3981 

l.UoUi 

;  

1,3928 

1  :  

1950-51 

Total  volume  l/ 
Packed  boxes  only 

83i5lU 
62,557 

U8,705 
30,655 

53,oU6 
39,l6U 

130, 2U3 

8ii,B68 

202,518 

133,U21 

728,587 
1479,670 

Materials 
Labor 

Miscellaneous 
Selaries 
Depreciation 
Interest 

j  .U692 
.U360 
.2371 
.0937 
.1272 

1  .0675 

.5372 
.U298 
.1559 
.0991 
.0581 
.006ii 

.ii992 

.2788 
.IIU7 
.0952 
.0172 

.59U6 
.6058 
.1503 
.061U 
.1073 
.0223 

.5067 
.It539 

.2022 
.oU98 
.q5Uo 
.0137 

.588? 
.U33I1 
.1666 
.0313 
.1262 
,0006 

Total  cost 

j  l.ii307 

1,2865 

1.5650 

I..5U17 

1.2803 

1.3U68 

 . 

1/  Packed  boxes  plus  loose  fruit  and  by-products  converted  to  packed  boxes,. 


Source:    Summarized  from  data  in  Appendix  Tables  13 to  I8, 


members  (p.  63 )» 

Inasmuch  as  the  relative  position  of  houses  in  regard  to  unit  costs 
was  not  materially  different  in  the  tables  representing  the  2nd  adjustment, 
further  analysis  of  volume-unit  costs  relations  at  this  stage  would  be 
largely  repetitious. 

Unit  Costs  of  Packing  Oranges;  2nd  Adjustment. — In  Table  I6  the 

following  further  adjustments  were  made:    (1)  The  cost  per  box  was  the 

actual  price  paid,  per  box,  by  houses,  to  the  Fruit  Growers  Supply  Company 

Pi  / 

each  year,  less  the  patronage  refund  paid  by  that  company.—     (2)  All 
factor  costs  in  19U8-li9  and  19U9-50  were  raised  to  the  1950-51  levels. 
(3)  All  house  labor  costs  were  prorated  between  packing  labor  and  general 
house  labor.    In  effect  this  procedure  provides  some  15  volume-unit  cost 
observations  and  thus  serves  much  the  same  purpose  as  if  similar  data  for 
only  one  year  had  been  obtained  from  15  packing  houses.  Furthermore, 
changes  in  prices  of  factors  of  production  have  been  eliminated  as  far  as 
possible. 

Attention  is  drawn  to  the  fact  that  in  19U9-50  and  1950-51,  unit 
costs  of  packing  fruit  in  all  houses  were  siibstantially  below  those  of 
19it8-[i9,  a  poor  crop  year.    Furthermore,  the  spread  between  the  highest 
and  lowest  costs  was  considerably  smaller  in  19U9-50  and  1950-51  than  in 
I9U8-U9.    Finally,  in  all  three  years  the  house  handling  the  largest 
volume  of  fruit  had  the  lowest  (or  next  to  lowest)  unit  cost  per  packed 
box,  whereas  the  houses  handling  the  smallest  volume  each  year  had  the 
highest  costs.    The  rather  favorable  unit  cost  position  of  Upland  Heights 
was  due  in  large  measure  to  the  fact  that  this  house  operated  at  full 
capacity  in  19U9-50  and  1950-51 >  whereas  the  largest  house  (Upland  Citrus) 
operated  at  only  about  50  per  cent  of  capacity  (see  p.  31). 

The  data  in  Table  I6  include  both  what  may  be  termed  operating  costs 
(i.e.,  costs  for  labor,  materials,  salaries,  power,  etc.,  actually  incurred 
in  the  handling  of  fruit)  and  capital  costs  (i.e.,  depreciation  and  interest 
on  loans  incurred  in  securing  and  maintaining  capital  equipment).  Inasmuch 
as  one  house  had  almost  completely  depreciated  its  facilities,  and  several 
houses  had  little  or  no  indebtedness,  a  more  direct  comparison  of  operating 

2li/  This  correction  was  necessary  because  of  the  practice  of  houses  in 
applying  the  refund  for  one  year  as  a  credit  to  shook  costs  the  following 
year.    This  tended  to  exaggerate  variations  in  unit  packing  costs  between 
years  because  of  fluctuations  in  the  volume  of  fruit  handled  and  because 
of  variations  in  the  scale  of  the  refund. 
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Table  lU 

Suinmaiy  of  Unit  Packing  Costs  by  Cost  Groups:  Oranges:  1st  Adjustment  l/ 


Volume  and  cost  group 

Alta  Loraa 
A 

Etiwanda 

B 

Mt,  View 
C 

Old  Baldy 

D 

Upland 
Citrus 
E 

Upland  1 
Heights 

'  1 

19hQ-h9 

Total  volume  2/ 
Packed  boxes  only 

28^596 
19,027 

319^605 
170,995 

55,135  1 
27,586  1 

Materials 
Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.UU75 
M2 
.2079 
.1U23 

.07li9 

— 

.510U 
.2808 
.0890 
.0380 

.0009 

.3197  1 
.3155 
.1332 
.1265  1 

.0023 

Total  cost 

1.6U78 

.9511 

.8972 

19U9-50 

1 

Total  voliune  2/ 
Packed  boxes  only 

72 > 315 
h9,333 

36^526 
19,831 

12>071 
10,182 

109 > 719 
77,271 

U85i77l 
328, 81U 

200>075 

139,529 

Materials 
Labor 

Mscellaneous 
S claries 
Depreciation 
Interest 

.5285 
.3037 
.1216 
.0621 
.137it 
.0576 

.U878 
.30h2 
.1207 
.0870 
.Oh6Ii 
.0030 

.5168 
.i;066 
.3299 
.1U73 
.1188 
.0292 

.U371 
.3333 
.123U 
.0987 
.0U2U 
,0008 

.5097 
.25U5 
.0769 
.0255 
.0197 
.0007 

.U9141 
.31U2 
•0507 
,o5oo 

.0057 
,oooU 

Total  cost 

1.2109 

I.0U9I 

lo5766 

1.0357 

,8870 



.9151 

1950-51 

Total  volume  2/ 
Packed  boxes  only 

66^937 
51,998 

2Uj5U6 
17,697 

13,926 
11,U97 

77,167 
62,620 

396,U89 
321,118 

I70,7i;2 
lU7,2U6 

Materials 
Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.U959 
.3170 
.1307 
.oU6o 
.lUiiU 
.oU87 

.U085 
,30Sh 
.1678 
.1135 
.0ii33 
.007U 

.51U9 
.39UO 
.223U 
.1091 
.1030 
.0l6ii 

.5125 
.3633 
.1U6U 
.0589 
.0593 
.OoUo 

.14599 
.2512 
.0818 
.0397 
.0269 
.0015 

MQ 

.2500 

.0835 
.07)42 
.007I4 
.0006 

Total  cost 

1.1827 

I.0U89 

1.3608 

l.lUUt 

.8610 

.8605 

^^Ist  Adjustment,    Costs  as  per  annual  reports  adjusted  to  insure  unifomity  in 
depreciation  charges  for  each  year;  adjustment  of  materials  costs  due  to  errors 
in  inventory;  and  elimination  of  credits  (from  deductions  for  by-product 
handling)  in  case  of  two  houses;  and  breakdown  of  labor  costs  into  packing  and 
other  lebor. 


2/  Packed  boxes  plus  loose  fruit  and  by-products  converted  to  packed  boxes. 
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Table  l5 

Summary  of  Unit  Packing  Costs:  Lemons:  1st  Adjustment  l/ 


Volme  and  cost  group 

Alta  Loma 
A 

Etiwanda 
B 

Mt,  View 
C 

Old  Baldy 
D 

S?n  Dimas 
G 

Upland 
Lemon 
H 

19U8-U9 

Total  volume  2/ 
Packed  boxes  only 

U7.U08 
28,971 

75 i 707 
51,986 

130,651 
79,656 

523,851 
330,025 

Materials 
Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.7136 
.6363 
.2185 
.lU5l 
.2596 
.1U89 

.5li6l 
.5228 
.1596 
.0933 
.0807 
,0066 

.6720 
.6U39 
.265I4 
.1031 
.IIU8 

.0115 

.555ii 
.U617 
.1682 
.0U52 
.0985 
.0012 

Total  cost 

2,1220 

I.U091 

1.8107 

1.3302 

19U9-50 

Total  volume  2/ 
Packed  boxes  only 

56^099 

ta,9io 

28,536 
21,565 

35,887 
27,UU3 

77,U85 
U6,020 

163,637 
125,395 

531,187 
38U,7lU 

Materials 
Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.62ia 

.5U73 
.1818 
.09U7 
.2292 
.0970 

,UUio 
.5775 
.1829 
.1211 
.15U7 

.ooUl 

.5703 
.5790 
.3U71 
.lU79 
.lUoU 
.0293 

.5291 
.5U92 
•1882 
.0865 
.1828 
.oUol 

.5722 
.5890 
.1938 
.0826 
.095U 
.0081 

.6017 
.U876 
.1893 
.0U33 
.0980 

Total  cost 

I.77I1I 

1.U813 

I.81UO 

1.5759 

i.5iai 

i.ia99 

1950-51 

Total  volume  2/ 
Packed  boxes  only 

83,5lU 
62,557 

U8>705 
30,655 

53,0U6 
39,l6U 

130, 2U3 
8U,868 

202,518 
133, U21 

728,587 
U79,670 

Materials 
Labor 

Miscellaneous 
Salaries 
Depreciation 
Interest 

.U692 
.5979 
.19U5 
.0937 
.l5Uo 
.0675 

.5372 
.5159 
.1559 
.0991 
.0998 
,006U 

.U992 
.56U9 
.2788 
.IIH7 
.0952 
.0172 

.59ii6 
.6378 

.1503 
.06lh 
.1073 
.0223 

.5363 
.6U61 
.2022 
.07U7 
.08U9 
.0137 

.5887 
.5098 
.1666 

.0313 
,0788 
.0006 

Total  cost 

1.5768 

I.U1U3 

i  1.5700 

J  = 

1.5737 

1.5579 

1.3758 

1/  1st  Adjustment.    Costs  as  per  annual  reports  adjusted  to  insure  uniformity  in 
depreciation  charges  for  each  yearj  adjustment  of  materials  costs  due  to  errors 
in  inventory;  and  elimination  of  credits  (from  deductions  for  by-product 
handling)  in  case  of  two  houses;  and  breakdown  of  labor  costs  into  packing  and 


other  labor, 

2/  Packed  boxes  plus  loose  fruit  and  by-products  converted  to  packed  boxes. 
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costs  may  be  secured  by  deducting  the  unit  costs  for  depreciation  and 
interest  from  total  unit  costs.  These  operating  costs  for  each  house 
are  shown  in  Table  17. 

The  volume-unit-operating  cost  data  for  each  house  are  plotted  in 
Figure  6.    The  points  representing  the  unit  cost  data  for  each  house  for 
each  year  are  connected  by  straight  lines.    A  generalized  volume-cost 
curve  to  represent  the  data  for  all  houses  has  been  fitted  to  the  volume-cost 
curves  for  individual  houses.    This  procedure  (in  spite  of  its  obvious 
defects)  in  reality  makes  available  some  15  observations  rather  than  only 
six  (or  three)  observations  that  would  have  been  available  if  each  year's 
volume-unit  costs  were  shown  separately.—     It  is  clear  from  Fxgure  6 
that  (a)  in  the  smaller  houses,  a  moderate  increase  in  volume  handled 
resulted  in  a  substantial  reduction  of  unit  costs  of  packing  oranges, 
and  (b)  in  the  medium-sized  and  large  packing  houses,  unit  costs  also 
tended  to  decline  with  increased  volume,  but  not  at  so  sharp  a  rate  as 
in  the  smaller  houses.    It  is  reasonable  to  conclude  that,  if  the  four 
smaller  houses  could  have  handled  still  larger  volumes  of  fruit,  they 
could  have  secured  further  reductions  in  unit  costs,  although  these 
deductions  would  probably  be  on  a  decreasing  scale  of  magnitude. 

The  cost  curves  of  three  houses  do  not  coincide  too  closely  with 
the  generalized  cost  curve,  but  these  divergencies  can  be  explained. 
In  the  case  of  Etiwanda  which,  because  of  wind  damage,  has  experienced 
several  years  of  small  crops  of  indifferent  quality,  operating  costs 
have  been  drastically  curtailed  by  the  elimination  of  services.    In  the 
case  of  the  Old  Baldy  Association,  it  had  become  necessary  to  change 
management.    Finally,  the  veiy  favorable  position  of  the  Upland  Heights 
Association  can  be  ascribed  to  the  fact  that  it  was  the  only  house 
operating  at  substantially  full  capacity,  at  least  during  the  last  two 
years. 

Inconsistencies  are  apparent  in  the  behavior  of  unit  costs  in  two 
houses  in  19U9-50  and  1950-51.    For  Upland  Citrus,  unit  operating  costs 
were  slightly  higher  in  19U9-50  than  in  1950-5l  in  spite  of  the  fact  that 
a  somewhat  larger  volume  of  fruit  was  packed.    Much  fruit  received  from 


25/  It  should  be  stressed  that  this  generalized  volume-cost  curve  is 
notTntended  to  represent  either  a  "cost  envelop"  or  an  "econoir:y-of-scale" 
curve.     It  merely  represents  a  best  fit  of  volume-cost  relations,  between 
houses  ?nd  in  houses  (year  to  year),  of  adjusted  unit  operating  costs 
based  on  the  volumes  actually  handled  during  the  period  studied. 
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Summary  of  Unit  Packing  Costs:  Oranges:  2nd  Adjustment  1/ 


volume  and  cost  grot^) 

Upland 

Upland 

Alta  Lome 

Etiwanda 

Mt,  View 

Old  Baldy 

Citrus 

Heights 

A 

B 

C 

D 

E 

F 

19U8-i;9 

iotal  volume  2j 

28,596 

— 

— 

— 

319,605 

55,135 

Packed  boxes  only 

19,027 

— 

— 

— 

170,995 

27,586 

Materials-Packing 

.U215 

— 

— 

— 

.iUi97 

.3751 

Other 

i 

•051;9 

.0362 

.0U2U 

1  Total 

.U76U 

.1;859 

.UITT 

iLabor  -  Packing 

.1836 

,lh3h 

.l^);9 

,  Other 

.2726 

.1UU3 

.16(37 

1                i  ooaj. 

.U562 

.2877 

.3236 

Itliscellaneous 

.2261 

.0959 

.1U21 

iSelaries 

.lh23 

.0399 

.1328 

iDep re elation 

.3320 

.0320 

(Interest 

.07li9 

.0009 

.0023 

1     Total  cost 

i 

1.7079 

.9U23 

1.0183 

i 

19U9-50 

'Total  volvime  _2/ 

72,315 

36,526 

12,071 

109,719 

U85,771 

200,075 

Packed  boxes  only 

U9,333 

19,831 

10,182 

77,271 

32o,Dlu 

139,529 

Materials-Packing 

.i;072 

.h291 

.U392 

.h075 

.U355 

.iaol 

Other 

.0639 

.003U 

.0558 

.0277 

Total 

.U711 

.U325 

.U950 

.ii3^2 

.U713 

Ml 

Labor  -  Packing 

.1U37 

.1613 

cl711 

.1551 

.1295 

.1307 

Other 

.1679 

.1500 

.2^73 

.1872 

.1312 

.1556 

Total 

.3116 

.3113 

.iilSU 

.3U23 

.2607 

.2863 

Miscellane ous 

.1273 

,1277 

.3631 

.1293 

.0512 

.052ii 

Salaries 

.0621 

.09lU 

.15U7 

.0987 

.0267 

•0525 

Depreciation 

.137ii 

.0U6U 

.1188 

,0h2k 

.0197 

.0057 

Intere st 

.0576 

.0030 

.0292 

.0008 

.0007 

.OOOii 

Total  cost 

1.1671 

1.0123 

1.5792 

1.0U«7 

.8603 

.8U30 

1950-51 

1  U  V  dX    V  u J_  Ulllc  C.f 

66 i 937 

2U,5U6 

13i926 

77,167 

396, U89 

170,7ii2 

51,998 

17,697 

ll,ii97 

62,620 

32U,ll8 

lU7,2U6 

Materials-Packing 

•Uo5o 

.UU70 

.ii382 

.Ul69 

.h35U 

.U195 

Other 

.0756 

.0206 

.036U 

.056U 

.0258 

.0300 

Total 

.U8o6 

.U676 

.U7U6 

.U733 

♦  U612 

.hli95 

Labor  -  Packing 

.159U 

.1608 

.1921 

.1231 

.12U8 

.1200 

Other 

.1576 

.lh76 

.2019 

.2ii02 

.I26U 

.1300 

iotal 

.3170 

.30f3U 

.39UO 

.3633 

.2512 

.2500 

IfiLscellaneous 

.1307 

.1678 

.223U 

.1U6U 

.0818 

.0835 

Salaries 

.oU6o 

.1135 

.1091 

.0589 

.0397 

.O7U2 

Depreciation 

.iLlh 

.0U33 

.1030 

.0593 

.0269 

.OO7U 

Interest 

.0U87 

.007h 

.Ol6U 

.ooUo 

.0015 

.0006 

Total  cost 

1.16Uii 

1.1080 

1*3205 

1.1052 

,  .8623 

.8652 

(a)  Shook  costs  calculated  by  multiplying  number  of  boxes  packed  by  net  cost 
for  shook  (cost  per  packed  box  paid  to  the  Fruit  Growers  Supply  Company 
less  patronage  refund  per  box), 

(b)  Expenses  for  I9U8-U9  and  19li9-50  raised  to  the  level  of  prices  paid  in 
1950-51. 

(c)  Labor  costs  were  prorated  between  packing  labor  and  general  house  labor. 
2/  Packed  boxes  plus  loose  fruit  and  by-products  converted  to  packed  boxes 
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Table  17 


Costs  per  Packed  Box  Less  Depreciation  and  Interest:  Oranges 


Alt a  Loma 
A 

Etiwanda 
B 

Mountain 
View 
C 

Old  Baldy 
D 

Upland 
Citrus 
E 

Inland 
Heiglits 
F 

Volume:  all  fniit 
Packed  boxes  only 

Total  costs  per  unit 
Less  depreciation 
and  interest 

Balance 

19U8-U9 

28^596 
19.027 

Did 
not 

Did 
not 

Did 
not 

319)605 
170,995 

55)135 
27,586 

$  1.7079 
.ii069 

operate 

operate 

operate 

3?  .9U23 
.0329 

1  1.07B5 
.0023 

$  1.3010 

$  .909U 

$  1.0160 

Volume!  all  fruit 
Packed  boxes  only- 
Total  costs  per  unit 
Less  depreciation 

and  interest 
Balance 

I9U9-50 

72 i 315 
U9,333 

36i536 
19,831 

12,071 
10,162 

109i719 
77,271 

U85,771 
328.8lii 

200)075 

139,529 

1  1.1671 
.1950 

1  1.0123 
.OI49U 

1  1.5792 
.IU60 

^  1.0U87 
.0li32 

$  .8603 
.0201 

$  .eU30 
.0061 

$  .9721 

1  .9629 

3P  1.U312 

1  1.0055 

$  .5399 

$  .8369 

Volume:  all  fruit 
Packed  boxes  only 

Total  costs  per  unit 
Less  depreciation 
and  interest 

Balance 

1950-51 

665937 
51,998 

2U,5U6 
17,697 

13)926 
ll,U97 

77il67 
62,620 

396>U89 
32U,118 

170, 7U2 
lU7,2i;6 

5)5  1.16UU 
.1901 

^  I.IOKO 

.0507 

^  1.3205 

cll9U 

1  1.10^2 
.0633 

^  .8623 
.028U 

%  .8652" 
.0080 

$  .97h3 

1  1.0573 

|p  lc2011 

1  I.0U19 

$  .8339 

$  .8572 
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growers  that  year  was  of  poor  quality  so  that  a  large  percentage  was  sent 
to  by-products.    In  the  case  of  Upland  Heights,  although  a  larger  volume 
of  fruit  was  packed  in  1950-51  than  in  19U9-50,  the  total  volume  of  fruit 
handled  was  appreciably  smaller. 

Projected  Packing  Costs;  Upland  Citrus,— In  spite  of  the  fact  that 
Upland  Citrus  Association  handled  nearly  $00,000  packed  box  equivalents 
of  fruit  in  19U9-50,  it  utilized  only  50  per  cent  of  its  capacity.  The 
other  five  houses,  together,  handled  an  additional  volume  of  U30,000 
packed  box  equivalents  of  oranges.    Because  Upland  is  the  only  house  with 
sufficient  capacity  to  handle  all  the  fruit  produced  in  the  area  by 
Sunkist  Growers,  it  may  be  as  well  to  determine  conservatively  what 
reductions  in  unit  packing  costs  this  house  could  have  secured  if  it  had 
handled  all  oranges  (of  the  six  houses)  in  1950-5l.    A  rough  approximation 
of  unit  costs  at  higher  volumes  than  those  handled  during  the  three  years 
19U8-U9  to  1950-51  can  be  obtained  by  the  following  procedure: 

(1)  Plot,  on  ordinary  graph  paper,  the  total  costs  of  packing  labor 
and  packing  materials  for  each  of  the  three  years,  against  associated 
volumes  of  fruit  packed. 

(2)  Fit  a  straight  line  to  the  points  so  obtained,  and  project  this 
line  for  higher  volumes. 

(3)  Follow  s  similar  procedure  for  total  nonpacking  costs  (i.e., 
nonpacking  labor,  salaries,  depreciation,  etc.)  incurred  in  handling  all 
fruit. 

(U)    From  the  two  curves  so  obtained  (Figure  7),  it  is  possible  to 
read  off  the  probable  total  costs  that  would  have  been  associated  with 
different  volumes  of  fruit  packed  and  handled. 

(5)    Divide  the  total  costs  so  obtained  (Table  l8)  by  the  associated 
volumes  of  fruit  packed  and  handled.    The  data  so  obtained  are  plotted  in 
Figure  8. 

It  is  possible  to  read  off,  from  these  two  curves,  the  approximate 
packing  and  handling  costs  that  may  have  been  associated  with  higher 
volumes.    For  example,  in  1950-51  the  six  orange  departments  handled 
916,000  field  box  equivalents  of  fruit,  of  which  6l5,0O0  were  packed. 
Unit  costs  for  packing  labor  and  materials  would  have  been  about  58  cents, 
general  handling  costs,  about  21  cents,  or  a  total  of  about  79  cents  per 
packed  box— about  7  cents  less,  per  box,  than  the  cost  actually  incurred 
that  year  with  the  smaller  voliime  handled. 
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Table  l8 

Actual  and  Projected  Packing  and  Handling  Costs-: 
Varying  Volumes-Upland  Citrus  Association 


Packed  fruit 

All 

fruit  handled 

Number  of 
boxes  packed 

Total  costs 
materials  and 
packing  labor 

Cost  per 
box 
packed 

Packed  box 
equivalent 
(number) 

Total  of  non- 
pacKing 
expenses 

Cost  per 
equivalent 

dollars 

dollars 

dollars 

dollars 

171,000 

107,600 

.6292 

300,000 

97,000 

.3233 

200,000 

12U,3O0 

.6215 

319,600 

100,000 

.3129 

300,000 

180,200 

.6007 

396,500 

109,600 

.276U 

32^,000 

189,900 

.5861 

UOOjOOO 

112,000 

.2800 

328,800 

197,600 

.6010 

U85,800 

126,200 

.2598 

Uoo,ooo 

237,200 

.5930 

500,000 

127,300 

.25U6 

500,000 

293,500 

.5870 

600,000 

1U3,000 

.2383 

600,000 

3U9,000 

.5815 

700,000 
800,000 
900,000 

158,300 
173,500 
189,000 

.2261 
.2169 
.2100 

Source:    Data  underlined  were  calculated  from  data  on  Upland  Citrus  Assn. 
in  Table  l6.    All  other  data  on  total  costs  were  obtained  by- 
interpolation  from  lines  in  Figure  8.    The  unit  cost  data  were 
calculated  from  the  data  on  interpolated  total  costs. 
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Admittedly  this  method  of  projecting  unit  costs  with  larger  volumes 
is  somewhat  crude,  but  it  does  permit  a  rough  and  reasonably  conservative 
approximation  of  potential  savings  that  would  have  occurred  if  all  oranges 
and  grapefruit  handled  by  six  houses  had  been  concentrated  in  the  Upland 
Citrus  Association.    Members  of  that  house  would  have  benefited  by  about 
7  cents  a  packed  boxj  benefits  to  members  of  the  higher-post  houses  would 
have  been  much  greater. 

Unit  Costs  of  Handling  Lemons;  2nd  Adjustment.— The  data  in  Table  19 
are  based  on  those  in  Table  15,  with  adjustments  similar  to  those  made  for 
unit  costs  of  packing  oranges  (p.  hh)-    Marked  variations  are  apparent  in 
the  adjusted  unit  costs  of  packing  lemons  in  each  of  the  three  years.  In 
19U8-U9  the  range  in  costs  per  packed  box  was  from  $1.3989  (Upland  Lemon) 
to  $2.08l5  (Alta  Loma).    In  the  following  year,  the  range  was  from  $1.U003 
to  $1.8U0U,  and  in  1950-51,  from  |1.3386  to  $1.6382.    The  range  between 
highest  and  lowest  costs  was  smallest  in  the  latter  year  when  all  houses 
(except  Etiwanda)  handled  the  largest  volume  of  fruit.    It  is  noteworthy 
that,  in  each  of  the  three  years,  the  house  handling  the  largest  volume 
of  fruit  (Upland  Lemon)  had  substantially  lower  costs  per  unit  than  did 
any  other  house. 

As  in  the  case  of  oranges,  the  comparison  of  unit  costs  between 
houses  is  somewhat  obscured  by  the  fact  that  some  houses  have  substantial 
indebtedness  (and  hence  heavy  interest  payments),  whereas  others  have  none. 
The  actual  unit  costs  of  operation  (total. unit  costs  less  unit  costs  for 
interest  and  depreciation)  are  shown  in  Table  20  and  are  illustrated 
graphically  in  Figure  9.    V/hile  these  data  again  reflect  the  inverse 
relation  between  volume  of  fruit  handled  and  unit  operating  costs,  there 
appears  to  be  some  inconsistency  in  the  behavior  of  costs  for  individual 
houses.    In  the  case  of  three  houses,  unit  operating  costs  were  somewhat 
higher  in  1950-51.    In  spite  of  the  larger  volumes  of  fruit  packed  that 
year,  greater  volumes  of  fruit  received  were  sold  loose  or  sent  to  the 
Orange  Products  Company.    Furthermore,  the  average  size  of  fruit  handled 
in  1950-51  was  smaller  than  during  the  preceding  year.    This  resulted  in 
higher  costs  for  packing  materials  (mainly  for  wraps)  and  higher  labor 
costs  for  packing.    Unfortunately,  with  the  small  number  of  houses  involved 
it  was  not  possible,  by  usual  statistical  means,  to  eliminate  the  effects 
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Table  19  56. 


Summary  of  Unit  Packing  Costs:  Lemons:  2nd  Adjustment  l/ 


Volume  and  cost  group 

Alt a  Lome 
A 

Etiwanda 
B 

Mt.  View 

C 

Old  Baldy 
D 

San  Dimas 
G 

Upland 
Lemon 
H 

Total  volume  2/ 
Packed  boxes  only 
Materials-Packing 
Other 
Total 
Labor  -  Packing 
Other 
Total 
Mis  cellaneous 
Salaries 
Depreciation 
Interest 

Total  cost 

Total  volume  2/ 
Packed  boxes  only 
Mate  ri  als-Packing 
Other 
Total 
Labor  -  Packing 
Other 
Total 
Miscellaneous 
Salaries 
Depreciation 
Interest 

Total  cost 

Total  volume  2/ 
Packed  boxes  only 
Mat  eri  al s-Pa eking 
Other 
Total 
Labor  -  Packing 

Total 
Miscellaneous 
Salaries 
Depreciation 
Interest 

Total  cost 

19U8-U9 

ii7iU08 
28.971 

75 i 707 
51,986 

— 

130,651  ' 
79,656 

523i85l 
330,025 

.U717 
.1703 

.5096 
.OU56 

MM 

.52U9 
.1309 

.U962 
.1006 

.6U20 

.5552 

.655B 

.596B 

•  ccdo 

.Uo65 

.22lil 
.3136 

.29U9 
.366U 

.2077 
.2667 

.6535 

.5377 

.6613 

.U714I 

.232U 

.1151 

.lli89 

.170U 
.0980 
.0807 
.0066 

.2793 
.1083 
.IIU8 

.0115 

.1775 
.OU75 
.0985 
.0012 

2,o8i5 

1.«310 

1.3989 

19U9-50 

56^099 

la,  910 

28>536 
21,565 

35>887 
27,liU3 

77,U85     i  163,637 
U6,020     1  125,395 

531,187 
38U,7lU 

.U566 
.1251 

.U8U9 
.0290 

*U910 
.0687 

.U870 
.0312 

.U896 
,0808 

.U958 
.0631 

.5817 

.5139 

.5597 

.51B2 

.57oii 

.5589 

.223U 
.3Uoi 

.23U1 
.3606 

.3633 

.2551 
.3089 

.2368 
.3698 

.2027 
.2992 

.5635 

.59U7 

.5961; 

.56Uo 

,6066 

.5019 

.191U 
.09U7 
.2292 
.0970 

.I92B 
.1271 
.15U7 
.OOUl 

.3595 
.1553 
.lUoU 
.0293 

.1937 
.0865 
.1828 
.OUOI 

.2017 
.0868 

.0951; 
.0081 

.I960 

.0U55 
.0980 

1.7575 

1.5B73 

1.8UOU 

1.5853 

1.5690 

1.U003 

1950-51 

83i5lU 
62,557 

U8i705 
30.655 

53iOU6 
39.16U 

130, 2U3 
8U,868 

202 > 518 
133, U21 

728i587 
1479,670 

.li773 
.0533 

.U932 
.029U 

.ii729 
.0I168 

.U860 
.0582 

.5108 
.OU85 

.U970 
.05U5 

.5306 

.5226 

.5197 

.5I1U2 

.5593 

.5515 

.2li^ 
.35U3 

.2322 
.2837 

.2322 
.3327 

.2516 
.3562 

.2835 
.3626 

.2238 
.2860 

.5979 

.5159 

.56li9 

.6378 

.6U61 

.5098 

.19ii5 
.0937 
.l5Uo 
.0675 

.1559 
.0991 
.0998 
.006U 

.2788 
.IIU7 
.0952 
.0172 

.1503 
.06iU 
.1073 
.0223 

.2022 
.07U7 
.081;9 
.0137 

.1666 

.0313 
.0788 
.0006 

1.6382 

1.3997 

1.5905 

1.5233 

1.5809 

1.3386 

1/  Basic  data  in  1st  Adjustment  amended  as  follows: 

(a)  Shook  costs  calculated  by  multiplying  number  of  boxes  packed  by  net  cost 
for  shook  (cost  per  packed  box  paid  to  the  Fruit  Growers  Supply  Company 
less  patronage  refxmd  per  box). 

(b)  Expenses  for  19li6-U9  and  19U9-50  raised  to  the  level  of  prices  paid  in 
1950-51. 

2/  Packed  boxes  plus  loose  fruit  and  by-products  converted  to  packed  boxes. 
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26/ 

of  size  in  determining  volume-vmit  cost  relations. — 

There  is  a  rather  wide  scatter  in  the  unit  operating  costs  of  the 
five  small  or  medium-sized  houses,  and  a  still  wider  spread  in  volume  of 
fruit  handled  by  these  five  houses  and  that  handled  by  the  large  house 
(Upland  Lemon) .    Because  of  these  facts  it  was  thought  inadvisable  to 
attempt  to  fit  a  generalized  vol\ime-unit  cost  curve  to  the  data  presented 
in  Figure  9. 

Possible  Economies  with  Increased  Volume.— In  the  analysis  of  unit 

costs  of  handling  oranges  it  was  shown  that  if  the  Upland  Citrus  Association 

could  have  handled  all  the  oranges  processed  through  the  six  orange 

deparianents,  costs  of  packing  could  probably  have  been  reduced  by  about 

7  cents  a  box.    No  useful  purpose  would  be  served  by  attempting  a  similar 

projection  of  unit  costs  for  the  Upland  Lemon  Growers  Association  as  this 

house  is  alreat^  operating  at  nearly  full  capacity.    It  is  doubtful  whether 

this  house,  with  its  present  facilities,  could  handle  an  additional  50,000 

boxes  a  year.    Even  with  this  additional  volume  it  is  doubtful  whether 

27/ 

unit  costs  could  be  reduced  by  more  than  one  or  two  cents. — 

The  conclusion  is  inescapable  that  one  or  two  additional  houses  would 
be  necessary,  during  the  next  few  years  at  least,  to  handle  lemons  now 
processed  through  the  remaining  five  houses.    The  San  Dimas  Lemon  Association 
in  reality  lies  outside  the  area  and  should  probably  consolidate  with  other 
near-by  houses.    The  Etiwanda  house  is  small  and  not  well  located  as  regards 
supplies.    Any  one  of  the  three  remaining  houses  has  sufficient  capacity 
to  handle  considerable  additional  volumes  of  lemons  and  could  thus  be  used 
as  a  second  lemon  house.    Unfortunately,  the  data  available  are  not  adequate 
to  permit  a  projection  of  potential  unit  costs  with  higher  volumes  of  fruit 
packed  and  handled.    Two  of  the  three  houses  did  not  operate  in  I9U8-I49, 
the  year  of  very  low  production.    Moreover,  in  1950-51  the  cost  data  are 

26/  Another  apparent  inconsistency  is  that  the  unit  costs  for  the  San 
Dimas  Lemon  Association  were  on  a  much  higher  level  than  those  for  other 
houses  handling  smaller  volumes  of  fruit.    Inquiry  indicated  that  the 
probable  reasons  may  be  (a)  the  employment  and  wage  policy  of  this  house, 
and  (b)  the  fact  that  this  house  handled  lemons  only,  whereas  the  other, 
smaller  houses  were  combination  houses.    The  latter  are  able  to  spread 
overhead  between  orange  and  lemon  departments. 

27/  It  is  significant  that  in  1950-51  this  house  packed  about  25  per 
cent  more  fruit  than  it  did  in  r9U9-50,  but  was  able  to  reduce  unit 
costs  of  packing  by  only  l4,5  per  oent. 
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Table  20 

Costs  per  Packed  Box  Less  Depreciation  and  Interest;  Lemons 


Alt a  Loma 
A 

Etiwanda 
B 

Mt,  View 
C 

Old  Baldy 
D 

San  Dimas'  Upland 
Lemon 
G        1  H 

Volume;  all  fruit 
Packed  boxes  only 

Total  costs  per  unit 
Less  depreciation 
and  interest 

Balance 

Volume;  all  fruit 
Packed  boxes  only 

Total  costs  per  unit 
Less  depreciation 
and  interest 

Balance 

Volume;  all  fruit 
Packed  boxes  only 

Total  costs  per  unit 
Less  depreciation 
and  interest 

Balance 

19U8-U9 

28,971 

75 i 707 
51,986 

Did 
not 

Did 
not 

130; 651 
79,656 

523,851 
330,025 

5?  2.0571 
.Uo85 

1  l.U;B6 
.0873 

operate 

operate 

$  1.8310 
.1263 

1.3989 
.0997 

'4  1.70U7 

'4  1.2992 

I9U9-50 

56^099 

ia,9io 

28J536 
21,565 

35^887 
27,UU3 

77iU85 
h6,020 

163,637 
125,395 

531,187 
38U,7llj 

^  1.7575 
.3262 

•1?  1,5873 
.1588 

1  1,8U0U 
.1697 

1  1.5853 
.2229 

$  1.5690 
.1035 

.098c 

'4  1.U313 

$  I.U2B5 

§  1.6707 

'4  1.362ii 

1  1.U655 

5  1.3023 

1950-51 

83i5lii 
62,557 

ii8j705 
30,655 

53iOli6 
39,l6U 

l30i2U3 
8it,868 

202^518 
133,U21 

728^587 
179,670 

¥  1.6382 
.2215 

$  1.3997 
.1062 

^  1.5905 
.II2U 

?^  1.5233 
.1296 

1  1.5809 
.0986 

^  1.338d 
.079li 

i.ia67 

^  1.2935 

1  1.U781 

$  1.3937 

$  1.U823 

i-r-rr:  

1  1.2592 

*                                        ■   "  .  4 

1.90 


1.80 


1.60 


to  1.50 


1.40 


1.30 


1.20 
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FIG.  9-  VOLUME  OF  LEMONS  PACKED  AND  UNIT  PACKING  COSTS  LESS   DEPRECIATION    AND  INTEREST. 
SOURCE  ■    TABLE  30 
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unduly  influenced  by  the  small  sizes  of  fruit  handled.    It  is  reasonable, 

however,  to  conclude  that  any  one  of  these  three  houses  could  expect  a 

substantial  decrease  in  unit  costs  with  increase  in  volume  of  fruit 

handled  because  (a)  at  least  two  houses  in  the  area  experienced  a 

substantial  decrease  in  unit  costs  between  19U8-U9  and  19li9-^0  with 

larger  volume,  and  (b)  all  three  houses  concerned  operated  in  1950-$1 

well  below  full  capacity.    Specific  recommendations  for  a  second  house 

to  handle  lemons  will  be  made  later. 

Volume,  Unit  Costs,  and  Prices  Received. — Not  only  did  the  houses 

that  handled  the  largest  volume  of  fruit  have  the  lowest  unit  costs  during 

the  three-year  period  under  study,  but  they  apparently  were  able  to  secure 

somewhat  better  average  prices  per  box  for  their  fruit  sold  in  the  domestic 
28/ 

market — '  through  the  Ontario -Cue amonga  Fruit  Exchange. 

During  the  11-year  period,  19hO-m  to  1950-51,  the  Upland  Citrus 
Association  (the  largest  orange  house)  obtained  the  highest  average  annual 
f ,o..b.  price  for  navel  oranges  in  five  years  (underlined  figures  in 
Table  21),  and  in  two  additional  years  received  f.o.b.  prices  only  1  cent 
a  box  less  than  the  house  with  the  highest  price.    This  house  also  received 
the  highest  average  annual  f.o.b.  prices  for  valencias  in  six  of  the  11 
years,  and  was  within  5  cents  of  the  highest  price  in  two  additional  years. 
Over  the  same  period,  the  Upland  Lemon  Growers  Association  (the  largest 
lemon  house)  obtained  the  highest  average  annual  f,o-«b.  prices  in  seven 
years,  and  was  within  3  cents  of  the  highest  price  in  two  additional  years. 
By  deducting  the  adjusted  unit  costs  (1st  Adjustment)  from  average  annual 
f.o.b.  prices  received  in  each  of  the  three  years  under  study,  it  is 
possible  to  obtain  a  fair  approximation  of  the  net  returns  per  box  that 
could  have  been  credited  to  members  by  each  association  for  packed  fruit 
sold  in  the  domestic  market  (Table  22). 

In  19U8-U9,  the  Upland  Citrus  Association  could  have  returned  to 
members  (for  navel  oranges)  from  26  to  69  cents  more  a  packed  box  than 
did  other  associations,  in  19l49-50,  from  28  cents  to  $1.26  more,  and  in 
1950-51,  from  13  cents  to  $1.0U  more.    For  Valencia  oranges,  this 
association  could  have  returned  to  members  from  36  to  65  cents  more  a 
box  in  19U8-U9,  from  8  cents  to  $1.18  more  in  19U9-50,  and  in  1950-51, 


28/  The  domestic  market  (United  States)  absorbs  the  bulk  of  fresh 
citrus  fruit  packed  in  California, 
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from  2h  to  53  cents  more  than  did  four  of  the  five  other  associations.  In 

19$0~$lf  Upland  Heights  could  have  returned  to  members  about  U  cents  more  than 

did  Upland  Citrus.    The  Upland  Lemon  Growers  Association  could  have 

returned  to  its  members  from  U6  to  71  cents  a  box  more  than  did  other 

associations  in  19U8-U9,  from  ih  to  78  cents  more  in  19U9-50  (excluding 

Alta  Loma),  and  from  17  to  58  cents  more  in  1950-51.    Under  the  conditions 

that  existed  during  the  three  years  (19h8-195l),  such  returns  might  well 

have  made  the  difference  between  profitable  operation  and  losses  for  a 

considerable  number  of  growers  in  the  area. 

The  question  arises  as  to  why  the  two  largest  associations  appear 

to  have  such  a  price  advantage  over  the  smaller  associations.    Except  in 

the  case  of  the  Etiwanda  house,  which  for  a  number  of  years  has  handled 

much  fruit  of  poor  quality  (the  result  of  wind  damage),  indications  are 

that  there  are  no  marked  differences  in  quality  of  fruit  received  by  the 

various  houses.    Nor  is  there  any  indication  that  the  two  large  houses 

consistently  follow  a  more  rigid  grading  policy  or  that  they  put  out  a 

29/ 

better  packed  box  of  fruit.— 

According  to  information  obtained  from  Sunkist  Growers  Inc.,  and 
from  the  Ontario-Cue amonga  Fruit  Exchange,  the  larger  associations  have 
certain  advantages  over  smaller  associations  in  merchandising  fruit. 
Markets  differ  with  regard  to  the  size,  quality,  varieties,  and  amounts 
of  fruit  they  will  handle.    For  example,  some  markets  will  pay  a  premium 
for  a  continuous  volume  of  uniformly  graded  fruit.    Eastern  markets  want 
large  fruits j  southern  markets  want  small  sizes.    The  large  associations 
have  sufficient  volume  to  be  able  to  meet  these  demands,  whereas  small 
houses  may  have  to  mix  grades,  sizes,  and  even  varieties  (oranges,  lemons, 
and  grapefruit)  in  order  to  fill  a  car.    Because  of  these  factors,  the 
brand  names  of  the  larger  houses  (all  other  factors  being  the  same) 
normally  ensure  a  price  premium. 

Financial  Considerations  in  Consolidation 

Balance  Sh^et. — '^able  23  shows  a  condensed  statement  of  the  assets 
and  liabilities  of  the  eipht  associrtions,  for  the  fiscal  years  ending  in 
1951}  extracted  directly  from  the  audit  reports  for  each  house.  Because 


29/  Based  on  the  opinions  of  members  of  the  O.K.  Fruit  Exchange  and  of 
inspectors  of  Sunkist  Growers  Inc. 


Table  21 

F.O.B.  Prices  Received  \sy  Associations:  Domestic  Sales 
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Years 

Alta 

Eti- 

Mountain 

Old 

San 

Upland 

Upland 

Upland 

Loma 
Heights 

wanda 

View 

Baldy 

Dimas 

Citrus 

Heights 

Lemon 

Navels 

I9U0-UI 

1.82 

1.85 

1.83 

1.88 

2.02 

1.87 

U1-U2 

1.72 

1.97 

1.70 

1.99 

2*07 

1.96 

U2-i43 

3.50 

3.73 

3.5U 

3.U9 

3.60 

3.66 

3.99 

i;.62 

3.89 

3.98 

3.93 

3.97 

hh-k$ 

U.13 

U.oU 

U.OO 

U.13 

No 

U.09 

U.12 

No 

hS-h6 

U.07 

h.oo 

U.07 

oranges 

U.03 

U.08 

oranges 

3.U9 

3.66 

3.33 

3.3U 

3.96 

3.82 

U7-U8 

3.11 

3.39 

2.90 

3.36 

3.3B 

3.30 

U8-U9 

U.20 

U.19 

3.88 

3.71 

3.58 

3.72 

3.78 

U.29 

U.oU 

50-51 

U.07 

3.83 

3.89 

3.87 

U.U3 

li.30 

Valencias 

I9UO-I1I 

2.31 

2.10 

2.39 

U1-U2 

2.7U 

2.58 

2.eu 

U2-U3 

U.02 

U.06 

u.02 

U3-UU 

h.2h 

U.li3 

h.ho 

kh-h^ 

U.Ol; 

li.Ul 

h.2h 

U,66 

1;.89 

3.10 

U6-U7 

2.U3 

2.51 

U7-l;8 

2.U0 

3. Oh 

3.06 

1;8-U9 

3.2U 

-1/ 

U9-50 

3.19 

2.66 

-T/ 

50-51 

3.5U 

3.27 

-1/ 

2.UU 

2.U3 

2.50 

3.08 

3.22 

3.22 

U.Ol 

U.ll 

U.06 

U.35 

U.U6 

U.39 

U.3U 

No 

U.UB 

U.37 

U.71 

oranges 

U.Uo 

U.30 

2.79 

2.88 

2.7U 

3.UU 

3.2$ 

3.19 

2.71 

3.19 

2.78 

3.21 

3.68 

3.63 

3.65 

3.61 

3.65 

Mo 
oranges 


Lemons 


19U0-U1 

2.91 

2,8U 

2.77 

3.02 

U1-U2 

3.26 

3.10 

2.95 

3.20 

U2-U3 

U.73 

U.69 

U.72 

U.63 

U3-UU 

5.IU 

5.09 

5.11 

5.20 

UU-U5 

U.22 

U.02 

3.95 

U.35 

U5-U6 

3.93 

U.56 

3.96 

U.18 

U6-U7 

5.10 

U.75 

5.01 

5.U2 

U7-U8 

5.05 

5.26 

5.27 

5.51 

U8-U9 

7.38 

6.U2 

7.U2 

6.58 

U9-50 

6.3U 

5.86 

5.63 

5.52 

50-51 

6.13 

5.55 

5.72 

5.70 

5.29 
5.77 


No 
lemon! 


No 
lemons 


3.03 
3.29 

ir.9i 

II79I 

5.67 

7To5 
5.9U 
6.10 


1/  Number  of  valencias  packed. 

Source:    Ontario-Cue amonga  Fruit  Exchange,    Price  per  packed  box  (f.o.b, 
packing  house)  on  packed  fruit  sold  in  the  domestic  market. 
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Table  22 

F.O.B.  Prices,  Packing  Costs  and  Net  Returns 
per  Box  Payable  to  Growers-Domestic  Sales. 


19hQ-h9 

19U9-50 

- 

950-51 

Pack- 

r'  ■ 

Pack- 

Pack- 

1 J.  J-O  c 

ing 

Net 

Price 

Net 

Price 

ing 

Net 

Association 

house 

return 

house 

return 

ho\ise 

returr 

costs 

CO<^  t"? 

costs 

1/ 

~  „ 

2/ 

3/ 

1/ 

2/ 

3/ 

1/ 

2/ 

3/ 

Navel  Oranges 

li.20 

1.65 

2.55 

3.71 

1.21 

2.50 

L.07 

1.18 

2.89 

Etiwanda 

- 

3.58 

1.05 

2.53 

3.83 

1.05 

2.78 

Mountain  View 

- 

3.72 

1.58 

2.1U 

3.89 

1.36 

2.53 

Old  Baldy 

- 

3.78 

l.Oh 

2.7ll 

3.87 

l.lU 

2.73 

Upland  Citrus 

U.19 

.95 

3.2U 

U.29 

.89 

3.U0 

U.U3 

.86 

3.57 

Upland  Heights 

3.88 

.90 

2.98 

U.OU 

.92 

3.12 

U.30 

.86 

3.UU 

Valencia 

Oranges 

Alta  Loma  Heights 

3.2U 

1.65 

1.59 

3.19 

1.21 

1.98 

3.5U 

1.18 

2.36 

Etiwanda 

2.66 

1.05 

1.61 

3.27 

1.05 

2.22 

Mountain  View 

Old  Baldy 

3.21 

l.OU 

2.17 

3^65 

l.lU 

2.51 

Upland  Citrus 

3.19 

.95 

2.2U 

3.68 

.89 

2.79 

3. 61 

.86 

2.75 

Upland  Heights 

2.78 

.90 

1.88 

3.63 

.92 

2.71 

3.65 

.86 

2.79 

Lemons 

Alta  Loma  Heights 

7.38 

2.12 

5.26 

6.3U 

1.77 

U.57 

6.13 

1.58 

U.55 

Etiwanda 

6.U2 

i.Ui 

5.01 

5.86 

1.U8 

U.38 

5.55 

l.lil 

U.iU 

Mountain  View 

5.63 

1.81 

3.81 

5.72 

1.57 

U.15 

Old  Baldy 

5.52 

1.58 

3.9li 

5.70 

1.57 

U.23 

San  Dimas 

1.81 

5.29 

1.5U 

3.7U 

5.77 

1.56 

U.21 

Upland  Lemon 

7.05 

1.33 

5.72 

5.9h 

1.U2 

U.52 

6.10 

1.38 

li.72 

1/  F.O.B.  prices  per  box  obtained  by  Ontario-Cucamonga  Fruit  Exchange  on  all 
packed  fruit  sold  in  domestic  market. 


2/  Packing  and  handling  costs  as  shown  in  tables. 
3/  Price-unit  costs  in  two  preceding  tolumns. 
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some  of  the  houses  followed  the  practice  of  charging  little  or  no 
depreciation  in  years  of  poor  crops,  the  fixed  assets  of  some  are 
undoubtedly  considerably  overvalued.    On  the  other  hand,  the  fixed 
assets  of  the  Upland  Lemon  Growers  Association  are,  for  comparative 
purposes,  considerably  undervalued,  because  of  that  association's  policy 
of  charging  heavier  than  normal  depreciation  in  view  of  the  potential 
obsolescence  of  much  of  its  present  machinery  and  equipment. 

The  Alta  Loma  Heights  Citrus  Association  had  a  mortgage  indebtedness 
amounting  to  nearly  hO  per  cent  of  its  total  liabilities.    In  view  of  the 
fact  that  this  association's  fixed  assets  are  considerably  overvalued 
(because  of  past  depreciation  policies)  it  follows  that,  even  as  a  going 
concern,  members'  net  equities  would  be  very  much  less  than  shown  in  the 
annual  report.    Three  other  houses  also  have  mortgage  indebtedness,  but 
on  a  much  lower  scale  than  for  Alta  Loma. 

Liquidation  Value  of  Assets. — If  the  downward  trend  in  the  voliime 

of  fruit  available  for  packing  in  the  area  and  the  upward  trend  in  packing 

costs  continue,  several  of  the  houses  may  be  forced  to  close  down  during 

the  next  few  years — quite  apart  from  any  orderly  consolidation  that  may 
30/ 

be  undertaken.—     The  question  may  well  be  raised  as  to  the  liquidation 
value  of  assets  of  the  eight  associations  in  the  event  of  forced  or 
voluntaiy  liquidation. 

It  is  difficult  to  compute  liquidation  values  of  assets  of  the 
several  associations,  and  there  may  be  a  considerable  margin  of  error 
for  individual  associations.    The  computation  must  involve  a  consideration 
of  several  factors  and  problematical  or  speculative  occurrences.    In  spite 
of  the  inherent  difficulties,  it  was  considered  necessary  to  make  such  a 
computation,  partly  for  comparative  purposes,  but  mainly  as  a  guide  to 
producer-members  of  the  various  associations  in  determining  detailed  plans 
of  consolidation.    Factors  to  be  considered  are; 

(a)  In  all  cases,  land  is  carried  on  the  books  at  original  cost  in 
spite  of  the  fact  that  land  values  have  risen  several  fold  during  the  past 
fen  decades. 

(b)  In  view  of  the  declining  volume  of  fruit  in  prospect,  it  may  be 
assumed  that  the  houses  closed  down  in  the  event  of  consolidation  will  not 


30/  One  packing  house  in  the  area  was  closed  down  in  19^0,  and  another 
ceased  operetion  early  in  1952. 


■  1 


'  09Jb  9iicf  to  w&iv  Hi 


Table  23 

Condensed  Balance  Sheets  of  Associations:  Fiscal  Years  Ending  in  1951 


Current  assets 


Inve^tnents 

Fruit  Growers  Supply  Co, 
Exchange  Orange  Products  Co, 
Exchange  Leiiion  r.^oductG  Co. 
Orchard  Protection  Co. 
So, Calif .Farners  Assoc. 
Other 

Total 
Fixed  assets 


Land 

Buildings  (net) 
Equipment  (net) 
Other  (net) 

Total 
Total  assets 


Alta 


;  I  I  j   Upland   !  Upland 

Loma    !  Etiwanda  !  Mt,  View  j  Old  Baldy  !  San  Dimas  I   Citrus   I  Heights 


Upland 
Lemon 


Assets 


Curi'ent  liabilities 
Long-terEi  indebtedness 
Members  eouitles  ar.d  rsrsrvs'^  ' 


Association  revolving  fund 
Fr-uit  Growers  Su-'-ply  Co, 
Exchango  Cra::go  Prjduots  Co. 
Exchange  Lemon  xToduots  Co, 
General  Assoc, reserves 
Other  reserves 

Total 

Total  liabilities 


69,4i.O 

80,808 

85,653 

132.638 

184,001 

217,933 

66,655 

674,359 

25,670 

11,479 
— 

17,458 

16,507 

6 

15,490 
— 
5,972 
.  47S19 

12,990 

14,457 
11,442 

2,600 

1 
1 

34,004 

15,395 
15,100 

10,794 
1,666 

32,561 

73, 8U 
— 

— 

4,711 

69,707 

26,550 
1 

29,284 

8,200 
1 

,  1,954 

111,572 

215,483 
31,425 
1 

63,842 

49,137 

44,833 

89,014 

111,086 

149,227 

59,828 

358,481 

12,905 
159,056 
149,151 

1 

41,756 
4,109 

12,017 
46,012 
26,836 

2,137 
85,273 
74,598 

6,750 
27,979 
104,858 
11,255 

62,595 

2 

2,815 

158,123 
182,371 
17,877 

321,112 

45,866 

84,865 

162,008 

150,842 

129,810 

6,997 

382,759 

1 

454,394 

175j^ll 

215,351 

383,660 

4/;.5,929 

496,970 

133,480 

1,415,599 

64.328 

48,092 

39,115 

Liabilities 
68,531  127.940 

85,764 

29,785 

419.667 

180,000  I 

17,000 

50,000 

24,000 

— 

151,772 
31,153 

^,  — ? 

12,886 
4,520 

78,761 

18,201 
6,349 
16,131 

L  ,  3,277 

118,198 
16,900 
4,008 
15,452 

4,678 

200,239 
34,691 
12,054 
15,837 

2,308 

162,521 
39,375 

73,377 

18,216 

191,721 
87,506 
52,969 

67,798 
11,212 

45,468 
29,283 
20,389 

8,555 

788,024 

119,532 
78,376 
10,000 

209,566 

127,719 

159,236 

265,129 

293,989 

411,206 

103,695 

995,932 

175,811 

215,351 

383,660 

445,929 

496,970 

133,480 

1,415,599 

V 
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be  operated,  by  potential  purchasers,  as  packing  houses  but  as  storage 
warehouses  or  for  other  purposes.    Some  of  the  houses  appear  to  be  more 
strategically  located  than  others  for  such  alternative  uses.    This  is 
particularly  true  of  the  five  houses  in  downtown  Upland  and  San  Dimas, 
all  of  which  are  served  by  two  railroads  and  are  near  main  highways. 
The  other  three  houses  are  less  favorably  situated  in  regard  to  residential, 
railroad,  and  highway  facilities. 

(c)  Much  of  the  machinery  and  equipment  in  the  houses  closed  down 
will  not  find  a  ready  market  because  it  is  highly  specialized  in  use,  the 
remaining  houses  will  already  be  fully  equipped,  and,  in  view  of  the 
introduction  of  new  packing  techniques,  some  of  the  equipment  in  all  houses 
is  likely  to  become  obsolete  within  a  few  years. 

(d)  In  the  event  of  liquidation,  it  may  be  difficult  to  realize  on 
some  of  the  investments  in  other  corporations.    Investments  in  the  Fruit 
Growers  Supply  Company,  the  Exchange  Orange  Products  Company,  and  the 
Exchange  Lemon  Products  Company  appear  to  be  sound.    The  Orchard  Protection 
Company  and  the  Southern  California  Farmers'  Association  are  local  in  their 
scope  of  operation.    Their  fortunes  are  tied  more  directly  to  the  volume  of 
fruit  produced  in  the  area.    If  several  houses  are  closed  down,  the  financial 
position  of  these  houses  may  be  seriously  undermined, 

(e)  It  is  not  known  whether  the  lending  institutions  holding  mortgages 
against  the  four  houses  will  consider  any  scaling  down  of  indebtedness. 

In  view  of  the  factors  listed  above,  it  was  decided  to  adopt  the 
following  procedure  in  determining,  for  comparative  purposes,  the  approximate 
hypothetical  liquidation  value  of  assets  of  the  several  associations: 

(a)  Current  liabilities  were  deducted  from  current  assets  to  determine 
the  residual  value  of  quick  or  liquid  assets.  ■ 

(b)  Investments  in  the  Fruit  Growers  Supply  Company  and  in  the  two 
products  companies  were  accepted  at  full  book  value,  whereas  investments 
in  the  Orchard  Protection  Company  and  the  Southern  California  Farmers' 
Association  were  placed  at  25  per  cent  of  their  present  book  value. 

(c)  The  book  value  of  investments  in  land  was  tripled  to  reflect 
more  nearly  the  appreciation  in  land  values. 

(d)  Buildings  over  20  years  old  were  valued  at  10  per  cent  of  their 
original  cost,  largely  on  the  basis  of  the  salvage  value  of  lumber. 
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(e)  Buildings  of  less  than  20  years  were  valued  at  one-third  of 

31/ 

original  cost.^' 

(f )  Machinery  and  equipment  were  valued  at  20  per  cent  of  net  present 

32/ 

book  value  (original  cost  less  accumulated  depreciation). — 

(g)  Liquidation  values  of  assets  were  determined  by  summing  the  net 
of  current  assets  over  current  liabilities,  and  the  adjusted  value  of 
investments  and  fixed  assets. 

(h)  Long-term  indebtedness  was  deducted  from  the  total  liquidation 
value  of  assets,  the  balance  being  available  for  payment  of  members' 
equities.    This  balance  is  expressed  as  a  per  cent  of  net  members'  equity 
(total  equity  less  unallocated  reserves). 

The  computations  for  each  association,  made  according  to  the  above 
method,  are  shown  in  Table  2U.    On  the  basis  of  the  hypotheses  used,  the 
Alta  Loma  Association  would  be  able  to  return  to  members  less  than  5  cents 
on  the  dollar  for  all  monies  contributed  by  them  to  the  various  revolving 
funds.    The  Old  Baldy  Association  would  be  able  to  pay  only  U6  cents,  and 
three  other  houses,  between  71  and  91  cents.    Two  houses,  however,  would 
be  able  to  return  to  members  in  excess  of  100  cents  per  dollar  invested. 

For  two  of  the  associations  (Upland  Citrus  and  Upland  Lemon),  these 
calculations  are  somewhat  academic  and  are  included  mainly  for  purposes  of 
comparison.    Both  of  these  associations  are  in  a  strong  financial  position 
and  have  low  unit  operating  costs.    The  volumes  of  fruit  handled  by  them 
are  so  large  that  all  the  other  houses  together  could  not,  with  their 
present  facilities,  handle  all  the  fruit  processed  annually  by  these  two 
large  associations.    These  two  houses  thus  may  be  regarded  as  having  the 
strongest  survival  potential  of  any  of  the  houses  studied.    They  would 
have  to  form  the  core  of  any  plan  for  consolidation  in  the  area. 

Distribution  of  Ownership  of  Capital. — In  the  event  of  liquidation, 
losses  resulting  from  the  sale  or  realization  of  assets  would  be  borne  by 
each  member  proportionate  to  his  holdings  of  capital  in  the  various 
revolving  fmds.    The  total  investment,  by  a  member,  in  such  funds  would 

31/  Most  of  these  buildings  were  less  than  1$  years  old. 

32/  This  method  would  tend  to  exaggerate  somewhat  the  saleable  or 
salvage  value  of  investments  in  machinery  and  equipment  in  those  houses 
that  have,  on  occasion,  provided  less  than  normal  depreciation,  and  to 
understate  the  value  in  houses  which  have  reduced  net  values  to  very 
low  levels. 


Table  24. 

Assumed  Liquidation  Value  of  Assets  of  Associations 


Alta 
Loma 

Etiv;anda 

Mt.  Viex^ 

Old  Baldv 

San  Dimas 

Upland 
Citrus 

Upland 
Heights 

Upland 
Lemon 

Current  assets 
Less  current  liabilities 
Excess  assets  over 
liabilities 

Investments 
Total 

Less  75  per  cent  of  invest 
ments  in  Orchard  Prot.Co. 
and  So, Calif .Farmers  Assn. 
Net  value  of  investments 

Fixed  assets 

69,4A0 
6A.828 

80,808 
4B.092 

35,653 
39,11? 

132,638 
68,531 

184,001 
127,940 

217,933 
85.764 

66,665 
29,785 

674,359 
419,667 

4.,  612 

32,716 

46,538 

64,107 

56,061 

132,169 

36,870 

254,692 

63,842 
-  13,093 

49,137 
8,093 

44,833 
8,582 

89,014 
19,420 

111,086 
3,534 

149,227 
19,912 

59,828 
6,150 

358,481 
23,569 

50,7^^9 

41 9 044 

36,251 

69,594 

107,552 

129,315 

53,0/8 

J;54,Vl'S 

37,715 
5,720 

i  61,056 

29,830 

4,422 

9,378 

36,051 
8,855 

4,064 

5,367 

6,411 
15,391 

14,920 

59,583 
18,303 

12,519 

12,540 
2,411 

rr/i  0 

563 

73,164 
34,516 

87,485 
40,050 

Land-3  times  original  cost 
Buildings-over  20  yrs.old 

(1/lOth  of  original  cost) 
Buildings-less  than  20yrs.o2i 

(l/3rd  of  original  cost) 
Eqiiipment  (l/5th  of  present 

book  value) 
Net  valuerfixed  assets 

Total  liqxiidation  value 
all  assets 

Less  long-tem  indebtedness 

Balance  available  to  members 

Mem.bers'  equity  (less 

reserves ) 
Members'  equity  as  per  cent 

balance  available 

20,250 

14,773 

20,972 

134,321 

13,800 

54,337 

36,722 

55,995 

90,405 

15,514 

235,215 

189, o82 
180,000 

87,560 

13/,l<^o 
17,000 

1/U,4'i3 
50,000 

219,608 
24,000 

351,889 

J.UO  ,  UO<c 

9,682 

87,560 

120,126 

120,423 

195,608  j  351,889 

106,062 

824,819 

205,04.6 

119,442 

154,558 

262,801 

275,773  i  332,196 

95,140 

907,556 

4.7 

73.3 

77.7 

45.8 
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depend  on  (a)  the  length  of  time  he  has  contributed  to  such  funds,  (b)  the 
volume  of  fruit  handled  by  the  association  annually  on  his  behalf,  and  (c) 
the  period  of  revolution  for  each  separate  revolving  fund.    Each  association 
had  three  or  four  separate  revolving  capital  funds,  namely,  the  Fruit 
Growers  Supply  Company  Fund,  the  Exchange  Orange  Products  Fund,  the  Exchange 
Lemon  Products  Fund,  and  the  Association  Revolving  Fund,    Investments  by 
members  in  the  first  three  funds  are  approximately  counterbalanced  by 
association  investments  in  the  revolving  funds  of  these  three  companies 
(see  Table  23).    It  is  customary  for  these  companies  to  revolve  capital 
back  to  member  associations  on  a  five-  to  seven-year  basis.    Upon  receipt 
of  such  refunds  it  is  again  customary  for  the  associations  to  retire 
immediately  capital  contributed  by  members  to  these  funds  from  five  to 
seven  years  previously. 

Contributions  made  by  members  annually  to  the  Association  Revolving 
Fund  are  invested  in  land,  buildings,  faciltiies,  and  other  operating  assets 
of  each  association.    Some  of  the  associations  have  revolved  such  funds 
over  a  five-  to  seven-year  period.    A  few  associations,  however,  have  not 
revolved  the  association  funds  for  over  10  years. 

Investments  by  individual  members  (through  their  local  associations) 
in  the  revolving  funds  of  these  three  companies  would  be  reasonably  secure 
in  the  event  of  liquidation  unless  these  funds  have  been  pledged  for 
mortgage  indebtedness.    Investments  in  the  Association  Revolving  Fund 
would,  however,  depend  upon  what  could  be  realized  from  the  sale  of  land, 
buildings,  and  equipment.    The  question  arises  as  to  the  extent  of  holdings 
by  individual  members  in  Association  Revolving  Funds  and  the  magnitude  of 
losses  that  may  be  incurred  by  such  individuals. 

Table  2$  shows  a  sample  of  the  holdings  of  investments  of  30  per  cent 
of  the  members  of  the  large  orange  house  and  50  per  cent  of  the  members  of 
the  smaller  houses,—^    In  one  association,  about  83  per  cent  of  the  members 
held,  at  the  end  of  the  last  fiscal  year,  less  than  $U00  worth  of  Association 
Revolving  Fund  certificates;    in  five  associations,  between  70  and  76  per 
cent;  in  another,  59  per  cent;  and  in  the  large  orange  association,  U8  per 
cent.    Less  than  5  per  cent  of  the  members  of  the  seven  associations  held 
certificates  in  excess  of  $3^000. 


33/  The  large  leiaon  Louse  was  excluded  as  it  had  recently  consolidated 
all  invfeGtments  into  a  single  fund. 


Table  25 

Per  Cent  of  Menbers  Holding  Varying  Mounts  of  Revolving  Fund  Capital 


Alta 

Loma 

Etiwanda 

Mt.  View  j 

Old  Baldy 
Orange  and 
Lemon  dents. 

San  Dimas 
Lemon 
dept..  _ 

Citrus 
urange  aepx.. 

Tin"!  anci 

Heights 

Dollars 
of  caoital 

Orange 
dept. 

Lemon 
dent. 

Orange  and 
Lemon  deuts. 

Orange  and 
Lemon  depts. 

0-99 

4^.3 

3o.o 

57.9 

46.8 

40.6 

25.6 

25.5 

100-199 

1 A  7 

XO»  ( 

l6-l 

13.7 

12,1 

13.7 

6.5 

16.7 

200-399 

ITT 

±3»X 

]6-l 

X.W  •  J- 

11.4 

11.3 

15.4 

16.0 

16.7 

A.00-599 

3.6 

10.4. 

8.6 

5.4 

7.1 

8.1 

12.1 

12.2 

600-799 

4.4 

4.7 

4.8 

3.0 

4.3 

4.7 

12.1 

11.1 

SOO-999 

6.6 

2.1 

2.7 

2,7 

3.5 

3.4 

7.3 

6.7 

1,000-1,4.99 

2.2 

3.1 

5.9 

2.4 

2.8 

6.0 

10.4 

5.6 

1,500-1,999 

1.5 

3.1 

.5 

.8 

6.4 

3.0 

3.5 

1.1 

2,000-2,999 

3.7 

2.0 

1.6 

1.6 

1.4 

1.7 

4.8 

2.2 

3,000  and 

2,2 

2.1 

2.2 

1.1 

4.3 

3.4 

\  

1.7 

2.2 

over 

100.0 

!  100.0 

100.0 

100.0 

100.0 

i  100.0 

100.0 

100.0 
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Even  under  the  most  adverse  conditions  of  liquidation,  six  of  the 
associations  would  be  able  to  pay  out  to  members  ^0  cents  or  more  on  the 
dollar.    Thus  from  50  to  80  per  cent  of  members  of  the  various  associations 
would  stand  to  lose  no  more  than  $200  of  capital  invested.    A  very  small 
number  of  members  in  one  or  two  associations  would  suffer  losses  in  excess 
of  $2,000.    Only  in  the  case  of  the  Alta  Loma  Association  would  members 
face  the  unhappy  prospect  of  losing  their  full  equity  in  their  association 
and  other  revolving  funds. 

In  view  of  these  facts,  it  is  quite  conceivable  that  in  some  of  the 
houses  with  high  unit  packing  costs  a  large  proportion  of  the  members  would 
lose  nearly  as  much  annually  in  low  returns  for  their  fruit  as  their  total 
equity  in  their  association  revolving  fund.    By  the  same  token,  it  is  not 
improbable  that  if  all  fruit  available  is  concentrated  in  a  smaller  number 
of  houses,  the  majority  of  members  would  find  that  enhanced  returns  on 
fruit  would,  within  a  few  years,  more  than  compensate  for  loss  of  equity 
in  revolving  funds  of  such  houses  as  are  closed  down. 

Conclusions  ?.nd  Recommendations 

Trends  in  the  Citrus  Industry.— In  California,  as  well  as  in  western 
San  Bernc-rdino  County,  bearing  acreage  in  navel  and  miscellaneous  oranges 
has  shown  a  downward  trend  since  192l;-2$.    For  grapefruit  the  trend  has 
been  downward  since  1937-38,  and  for  Valencia  oranges  and  lemons,  since 
19U6-U7.    For  all  four  main  types  of  fruit  the  decline  has  been  at  an 
accelerated  rate  during  the  past  few  years.    A  marked  decline  in  ncnbearing 
acreage  of  all  types  of  fnxit  within  recent  years  portends  a  still  further 
decline  in  bearing  acreage  in  the  years  immediately  ahead. 

Yields  per  acre  also  appear  to  have  fallen  within  recent  years. 
Production  of  navel  and  miscellaneous  oranges  declined  from  22*6  million 
boxes  in  19UU-U5  to  1^.1  million  boxes  in  1950-51,  of  lemons,  from  39.0  to 
28.1  million  boxes,  of  grapefruit,  from  2.3  to  l.U  million  boxes.  Lemon 
production  reached  a  peak  of  17.2  million  boxes  in  19l;0-Ul  but  has  since 
declined  to  12.5  million  boxes  in  1950-51.    Even  more  significant  is  the 
fact  that  smaller  proportions  of  a  reduced  volume  of  production  have  been 
packed  for  fresh  shipment  within  recent  years. 

Contributing  factors  to  these  over-all  trends  in  acreage,  production, 
and  fresh  shipments  appear  to  be  the  increasing  average  age  of  groves  in 
California,  failure  of  replanted  acreage  to  give  satisfactory  yields. 
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cultural  handicaps  in  some  areas,  rising  cultural,  handling,  packing,  and 
marketing  costs  relative  to  prices (resulting  in  decreased  returns  to 
growers),  and  finally,  loss  of  acrpage,  in  some  parts  of  the  state,  to 
residential  and  industrial  subdivision.    The  latter  factor  has  been  quite 
substantial  in  the  area  vinder  study. 

There  is  every  indication  that  these  trends  will  continue  in  the 
western  part  of  San  Bernardino  County  where  seven  of  the  eight  packing 
houses  included  in  the  study  are  located.    (The  eighth  house  is  in  eastern 
Los  Angeles  County.)    Six  houses  handling  oranges  received,  from  members, 
only  71  per  cent  as  much  fruit  during  the  period  19U6-U7  to  19^0-51  as 
they  did  during  the  period  19U0-U1  to  19U5-U6,  and  the  six  houses  handling 
lemons  received  only  about  78  per  cent.    For  some  of  the  smaller  houses  the 
decline  in  volume  was  in  excess  of  UO  per  cent.    Several  of  the  associations 
operated  at  less  than  SO  per  cent  of  capacity  in  1950-51. 

The  analysis  of  past  and  prospective  trends  in  production  and  packing 
of  fresh  fruit  indicated  that  the  area  was  oversupplied  with  packing  house 
facilities,  and  supported  the  presumption  that  consolidation  of  such 
facilities  might  prove  beneficial  to  the  grower-members  of  the  eight 
cooperative  associations  participating  in  this  study.    It  next  became 
necessary  to  determine  an  equitable  and  feasible  basis  for  consolidation. 
For  this  purpose,  main  reliance  was  placed  upon  an  analysis  of  operating 
practices,  unit  packing  costs,  and  the  financial  position  of  the 
associations  concerned. 

Analysis  of  Packing  Operations. — Operating  statements  and  balance 
sheets,  together  with  data  on  the  volume  of  fruit  handled,  were  obtained 
from  the  eight  associations  for  the  years  19U8-U9,  19U9-50,  and  1950-51. 
These  three  years  were  selected  because  of  the  widely  varying  volumes  of 
fruit  handled  and  packed.    Of  the  eight  associations,  two  handled  oranges 
(and  some  grapefruit)  only,  two  lemons  only,  and  four  (combination  houses), 
oranges  and  lemons.    Because  of  variations  in  accounting  practices  and 
obvious  errors  in  some  of  the  cost  data,  considerable  care  was  necessary 
to  adjust  the  cost  data  among  houses  for  comparative  purposes.  Furthermore, 
in  order  to  permit  more  accurate  comparison  between  years  for  individual 
houses  the  various  cost  accounts  for  the  years  19U8-U9  and  19U9-50  were 
increased  proportionate  to  the  level  of  the  prices  of  cost  factors  in 
1950-51.    Finally,  the  cost  items  were  grouped  under  two  main  headings: 
direct  packing  costs,  and  all  other  costs.    The  number  of  boxes  of  fruit 
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actually  packed  was  used  as  the  divisor  in  order  to  obtain  unit  costs  of 
packing  only,  and  the  packed  box  equivalent  of  all  fruit  handled  was  the 
divisor  in  obtaining  other  costs  of  handling  fruit,  including  packed  fruit. 

The  data  so  obtained  indicated  that,  although  it  was  evident  that 
other  factors  were  involved,  there  was  a  direct  inverse  relation  between 
the  volume  of  fruit  handled  and  packed  annually  and  unit  costs  of  packing. 
This  was  true  not  only  between  packing  houses  but  also  between  years  in 
each  house.    The  large  orange  house  and  the  large  lemon  house  had  the 
lowest  \mit  costs  of  packing  in  each  of  the  three  years.  Furthermore, 
each  of  the  packing  houses  had  the  highest  unit  costs  of  packing  in  19U8-U9 
when  the  volume  of  fruit  handled  was  small  as  a  result  of  a  severe  freeze. 

Volume  of  fruit  packed  did  not  account  for  all  the  variations  in  unit 
costs  among  houses  and  in  the  three  years.    Per  cent  of  capacity  utilized 
and  average  size  of  fruit  handled  also  appeared  to  be  factors  of  some 
importance.    A  mediiun-sized  orange  house,  which  in  19U9-50  and  1950-$1 
operated  at  about  full  capacity,  had  unit  costs  of  packing  approximately 
the  same  as  the  large  orange  house,  which  operated  at  only  $0  per  cent  of 
capacity.    In  19$0-5l,  several  of  the  lemon  houses  had  unit  costs  of 
packing  somewhat  higher  than  in  19li9-50,  in  spite  of  a  somewhat  larger 
volume  of  fruit  handled.    The  explanation  is  that,  in  1950-51,  the  average 
size  of  fruit  packed  was  smaller  than  in  the  previous  year. 

All  the  smaller  orange  and  lemon  houses  (with  the  exception  of  the 
Upland  Height  Citrus  Association,  an  orange  house)  could  undoubtedly  have 
reduced  unit  costs  still  further  had  they  handled  larger  volvimes  of  fruitj 
but  it  is  doubtful  whether  they  could  have  reduced  unit  costs  to  the  level 
of  those  in  the  Upland  Citrus  Association.    A  projection  of  costs  with 
assumed  larger  volumes  indicated  that  the  Upland  Citrus  Association  could 
probably  have  reduced  unit  costs  of  packing  by  several  cents  if  it  had 
processed  all  the  oranges  handled  in  1950-5l  by  the  six  orange  departments. 
It  is  doubtful  whether  the  large  lemon  house  (Upland  Lemon  Growers 
Association)  could  have  effected  any  significant  further  reduction  in  unit 
costs  with  larger  volume  as  this  house  operated  in  1950-51  at  almost  full 
capacity. 

Available  evidence  also  indicated  that  houses  hsndling  a  large  volume 
of  fruit,  all  other  things  being  equal,  usually  obtain  a  higher  average 
price  for  packed  fruit  than  do  the  smaller  houses.    This  advantage 
apparently  results  from  the  ability  of  the  larger  houses  to  supply  the 
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trade  with  a  consistent  volume  of  fruit  of  uniform  size  and  quality  and 
also  to  supply  markets  with  full  carloads  of  fruit  in  the  size  most  in 
demand. 

On  the  basis  of  the  above  information,  it  was  concluded  that  the  large 
orange  and  the  large  lemon  association  would  have  to  form  the  core  of  any 
plan  for  consolidation.    By  the  same  token  it  was  concluded  that  several  of 
the  smaller  packing  houses  would  have  to  be  closed  down.    It  next  became 
necessary  to  analyze  the  financial  position  of  individual  associations  to 
determine  net  members*  equity  in  the  event  of  consolidation.    This  involved 
a  considerable  element  of  speculation  as  to  the  realizable  values  of  assets 
of  individual  associations.    On  the  basis  of  the  assumptions  made,  it  was 
estimated  that  one  house  would  be  able  to  return  to  members  only  about  5 
cents  on  the  dollar,  another  house,  only  U6  cents,  three  houses,  just  over 
70  cents,  and  three  houses,  90  cents  or  more.    Consolidation  would  be 
particularly  beneficial  to  grower-members  of  the  smaller  packing  houses 
who  would  benefit)  first,  from  a  sizeable  reduction  in  unit  packing  costs, 
and  second,  from  somewhat  better  f.o.b.  prices  for  packed  fruit.    It  is 
probable  that  these  benefits  would,  within  a  year  or  two,  more  than  offset 
any  less  in  equity  in  associations  that  may  have  to  be  closed  down. 

Basic  Considerations  in  a  Plan  for  Consolidation. — Accepting  the 
assumption  that  consolidation  of  packing  house  facilities  in  the  area  would 
be  beneficial  to  all  grower-members  of  existing  associations,  several 
questions  arise.    What  would  be  a  feasible  and  economically  sound  basis 
for  reorganization?    What  disadvantages,  if  any,  would  attend  consolidation? 
T.'Jhat  would  be  the  merits  or  demerits  of  two  or  more  plans  for  reorganization? 
Should  consolidation  be  effected  immediately  or  is  it  possible  by  progressive 
stages? 

There  can  be  but  little  doubt  that  consolidation  at  an  early  date  will 
result  in  the  greatest  benefit  to  growers^  especially  to  members  of  the 
smaller  associations.    On  the  other  hand,  one  or  two  of  the  associations  are 
in  good  shape  financially  and  have  relatively  low  unit  operating  costs. 
The  members  of  these  houses  may  not  be  willing,  at  the  outset,  to  participate 
in  a  plan  of  reorganization  that  may  have  some  unforeseen  hazards.  Moreover, 
it  is  probable  that  the  directors  of  one  or  two  associations  might  expect  to 
salvage  a  larger  proportion  of  membership  capital  if  their  packing  operations 
could  be  continued  a  few  more  years.    Finally,  directors  and  members  of  the 
two  large  associations  in  the  area  may  be  reluctant  to  participate  in  a  plan 
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of  consolidation  that  may  result  in  only  moderate  gains  for  their  own 
grower-members . 

It  is  also  necessary  to  point  out  that  certain  disutilities  may 
accompany  consolidation,  apart  from  any  loss  of  members'  equity  in  existing 
associations.    Many  growers  appear  to  place  a  relatively  high  value  on  the 
more  intimate  relation  that  exists  between  members  of  a  small  or  moderate- 
sized  cooperative  association.    They  feel  that  member-association  relations 
are  less  personal  in  a  larger  association.    Another  disadvantage  is  that  in 
some  of  the  smaller  communities  the  local  packing  house  is  an  important 
economic  factor.    It  supplies  full  or  temporary  employment  for  members  of 
the  community.    Local  merchants  may  suffer  loss  of  business  if  population 
moves  away  or  if  earnings  sre  spent  in  tovms  in  which  the  larger  packing 
houses  are  located.    Finally,  a  much  smaller  number  of  growers  in  the  area 
would  have  the  opportunity  of  serving  as  directors  of  cooperative  associations. 
The  prestige  associated  with  service  on  boards  of  directors  is  valued 
highly  by  many  growers. 

In  spite  of  these  disadvantages  or  disutilities,  the  weight  of 
evidence  is  that  the  financial  position  of  growers  in  the  area  would  be 
greatly  improved  if  fruit  is  handled  in  a  smaller  number  of  houses  operating 
more  nearly  at  full  capacity.    In  fact,  for  a  comparatively  large  number 
of  growers  in  the  area,  consolidation  may  mean  all  the  difference  between 
profit  and  loss  on  their  farming  operations.    If  the  decline  in  the  volume 
of  fruit  available  in  the  area  continues,  as  is  likely,  many  growers — 
especially  those  who  are  members  of  the  high  unit  cost  houses — ^will  lose 
not  only  their  present  equity  in  their  associations  but  also  such  additional 
capital  as  may  be  subscribed  during  the  next  few  years. 

In  view  of  these  conclusions  it  may  be  as  well  to  consider  the  merits 
or  demerits  of  several  different  plans  of  reorganization  or  of  a  single 
plan  with  modifications  to  meet  varying  circumstances.    Because  of  the 
strategic  position  of  the  large  orange  house  and  the  large  lemon  house, 
it  is  logical  to  consider  separately  plans  for  consolidation  of  orange 
operations  and  of  lemon  operations. 

In  the  proposals  that  follow,  the  first  basic  consideration  is  that 
consolidation  should  be  approached  largely  from  an  industry  or  area 
standpoint — from  the  standooint  of  the  best  interests  of  all  the  grower- 
patrons  of  the  cooperative  packing  houses  affiliated  with  the  O.K. Exchange. 
As  a  consequence,  a  plan  of  reorganization  or  consolidation  should  be  so 
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devised  as  not  only  to  improve  the  returns  to  all  growers  in  the  area 
during  the  next  few  years,  but  also  to  reduce  to  a  minimum  the  losses  in 
equity  capital  invested  by  grower-members  of  some  associations  in  packing- 
house facilities. 

A  second  basic  consideration  is  that  any  feasible  plan  of  reorganization 
must  revolve  around  the  continued  operation  of  the  two  large  packing  houses — 
the  Upland  Citrus  Association  (oranges)  and  the  Upland  Lemon  Growers 
Association.    This  conclusion  is  based  upon  the  facts  that  (a)  both  of 
these  houses  are  in  a  strong  financial  position,  (b)  both  have  low  unit 
operating  costs,  and  (c)  both  now  handle  or  have  capacity  to  handle  more 
fruit  than  the  other  six  houses  combined.    It  would  be  difficult,  under 
existing  circumstances  and  without  the  outlay  of  considerable  additional 
capital,  to  expand  the  facilities  of  any  or  all  of  the  other  houses  to 
handle  the  fruit  now  going  to  the  two  larger  houses.    These  two  houses 
appear  to  be  directed  by  efficient  boards  of  directors  and  managers. 

A  third  basic  consideration  should  be  the  avoidance  of  any  substantial 
increase  in  capital  invested  in  facilities  by  any  houses  which  are  to  form 
the  core  of  any  plan  for  consolidation.    This  is  important  for  two  reasons. 
First,  the  area  faces  the  prospect  of  a  further  decline  in  the  volume  of 
fruit  available  during  the  next  few  years.    Second,  revolutionary  changes 
in  the  techniques  of  handling  and  packing  fruit,  which  appear  to  be  in  the 
offing,  would  render  obsolete  much  of  the  equipment  now  used  in  packing 
operations . 

Consolidation;    Orange -Packing  Facilities.— The  Upland  Citrus 
Association,  which  in  1950-51  (a  year  of  relatively  high  production) 
handled  nearly  U00,000  packed-box  equivalents  of  fruit,  was  operating  at 
only  about  50  per  cent  of  capacity.    In  spite  of  this,  it  had  about  the 
lowest  unit  costs  of  handling  fruit..    This  house  could,  without  undue  strain 
and  without  investment  of  much  additional  capital,  have  processed  all  the 
oranges  and  grapefruit  handled  in  1950-51  by  the  six  houses  with  orange 
departments.    With  this  additional  volume  it  could  possibly  have  reduced 
packing  and  handling  costs  from  6  to  8  cents  a  packed-box  equivalent 
(Table  l6).    This  house  has  an  excellent  reputation  for  its  fruit  in  the 
markets  of  the  United  States. 

It  is  recommended,  therefore,  that  a  plan  of  consolidation  envisage 
the  eventual  concentration  of  all  oranges  and  grapefruit  of  cooperative 
growers  in  the  area  in  the  Upland  Citrus  Association,    A  modification  of 
this  proposal  for  the  interim  will  be  suggested  later. 
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Consolidation;    Lemon-Packing  Facilities.— The  situation  with  regard 
to  consolidation  of  lemon-packing  facilities  is  somewhat  more  complicated. 
The  large  Upland  Lemon  Growers  Association,  in  ISSO-Sl,  operated  at  nearly 
full  capacity.    Undoubtedly  a  modification  of  annual  picking  schedules  for 
lemons  and  immediate  diversion  of  a  larger  proportion  of  fruit  to  by-products 
would  enable  this  house  to  handle  a  somewhat  larger  volume  of  fruit  than  it 
did  in  19^0-51  without  any  decrease  in  over-all  efficiency  and  without 
investment  of  additional  capital  in  facilities.    It  is  doubtful,  however, 
whether  this  house  could  have  processed  all  the  lemons  handled  that  year 
by  all  the  other  five  houses  with  lemon  departments  as  well  as  its  own 
volume.    Moreover,  it  is  doubtful  whether  this  house,  which  is  now  probably 
operating  near  optimum  capacity,  could  effect  any  material  decrease  in  unit 
operating  costs  with  a  larger  volume. 

A  second  complication  is  that  two  houses  (the  San  Dimas  Lemon 
Association,  and  the  Etiwanda  Citrus  Fruit  Association),  are  located  on 
the  fringes  of  the  area  served  by  the  O.K. Exchange.    The  former  association 
is  adjacent  to  several  other  cooperative  packing  houses  which  compete  for 
fruit  grown  in  the  area  from  which  the  San  Dimas  house  draws  its  supplies . 
In  addition  a  broad,  sandy  and  stor^  wash  separates  the  San  Dimas  supply 
area  and  the  area  from  which  the  other  associations  affiliated  with  the 
O.K.  Exchange  draw  their  supplies.    In  view  of  these  factors  it  would 
appear  to  be  more  economical  for  the  directors  and  members  of  the  San  Dimas 
Lemon  Association  to  consider  the  feasibility  of  consolidating  operations 
with  other  adjacent  associations. 

The  situation  of  the  Etiwanda  Citrus  Fruit  Association  is  somewhat 
different.    Although  there  is  another  broad,  sandy  and  stony  wash  between 
the  towns  of  Etiwanda  and  Upland,  there  is  some  overlapping  of  supply 
areas  between  the  Etiwanda  Association  and  the  associations  located  in  or 
adjacent  to  Upland.    Furthermore,  there  are  no  other  cooperatively  owned 
citrus  packing  houses  near  Etiwanda.    Thus,  the  Etiwanda  Citrus  Fruit 
Association  may  be  regarded  as  more  definitely  a  part  of  the  area  served 
by  the  O.K.  Exchange  than  is  the  San  Dimas  Lemon  Association. 

It  is  recommended  that  lemon-packing  operations  of  the  five  houses 
with  lemon  departments  (exclusive  of  the  San  Dimas  Lemon  Association)  be 
concentrated  in  the  Upland  Lemon  Growers  Association  and  one  other  house. 
The  selection  of  the  second  house  for  handling  lemons  presents  some 
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difficulties.    All  of  the  four  houses—    suitable  are  combination  houses 
handling  both  oranges  (including  grapefruit)  and  lemcns.    The  question 
then  arises  as  to  whether,  under  an  area  plan  for  consolidation,  the 
second  house  selected  to  handle  lemons  should  continue  to  handle  oranges 
as  well.    It  would  appear  reasonable  to  argue  that,  as  most  of  the  growers 
whose  lemons  would  be  handled  by  the  second  house  also  produce  oranges, 
this  house  should  continue,  for  the  time  being  at  least,  to  operate  as  a 
combination  house.    Although  such  an  arrangement  would  not  permit  the 
Upland  Citrus  Association  (oranges)  to  effect  the  maximum  possible  reduction 
in  unit  operating  costs,  it  would  permit  the  second  house  needed  for  handling 
lemons  to  spread  overhead  costs  over  a  large  volume  of  fruit — both  oranges 
and  lemons.    An  additional  argument  in  favor  of  operation  as  a  combination 
house  is  that,  if  the  orange  department  is  eliminated,  most  of  the  building 
vacated  by  this  department  could  not  be  efficiently  utilized  in  lemon 
operations.    The  orange -handling  equipment,  too,  would  have  to  be  disposed 
of  at  a  considerable  loss. 

The  operation  of  a  second  house  for  the  handling  of  lemons  as  a 
combination  house  could  be  regarded  as  an  interim  arrangement.    If  the 
volume  of  fruit  available  continues  to  decline  or  if  changes  in  the 
technology  of  handling  and  packing  oranges  and  lemons  make  it  feasible, 
it  may  be  desirable,  within  a  few  more  years,  to  eliminate  the  second 
house  and  concentrate  all  oranges  in  the  Upland  Citrus  Association  and 
all  lemons  in  the  Upland  Lemon  Growers  Association. 

The  actual  selection  of  the  second  house  needed  for  handling  lemons 
should  be  based  upon  considerations  of  (a)  suitability  of  location  with 
regard  to  supplies  of  fruit,  (b)  alternative  opportunities  for  disposal 
of  property  and  equipment  so  as  to  reduce  capital  losses  to  a  minimum, 
and  (c)  adequacy  of  facilities  available  in  the  individual  houses. 

The  packing  house  of  the  Etiwanda  Citrus  Fruit  Association  can  be 
excluded  from  consideration  because  (a)  its  storage  capacity  (70  cars)  is 
inadequate,  (b)  it  is  inconveniently  located  with  regard  to  supplies,  and 
(c)  the  packing  house  stands  on  leased  property.    The  Mountain  View  Fruit 
Association  has  an  excellent  location  with  regard  to  sources  of  fruit  and 

3h/  The  Alta  Loma  Heights  Citrus  Association,  the  Etiwanda  Fruit 
Association,  the  Mountain  View  Fruit  Association,  and  the  Old  Baldy 
Citrus  Association, 
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transportation.    It  also  has  ample  lemon-storage  facilities  (200  cars). 
Its  capacity  for  receiving,  washing,  and  handling  both  oranges  and  lemons 
is,  however,  limited.    More  important  than  any  of  these  factors  is  the 
fact  that,  because  of  its  location  and  the  nature  of  its  buildings,  it 
probably  has  the  best  resale  potential  of  any  of  the  four  houses  considered. 
At  the  time  of  this  investigation,  negotiations  were  under  way  for  the  sale 
of  this  association's  packing  house  to  a  firm  not  interested  in  fruit 
packing.    Because  of  these  factors  it  would  appear  advisable  to  eliminate 
this  house  also  from  consideration  as  a  second  house  for  handling  lemons. 

The  choice,  then,  is  between  the  Old  Baldy  Citrus  Association, 
situated  2  miles  north  of  Upland,  and  the  Alta  Lcma  Heights  Citrus 
Association,  situated  about  h  miles  northeast  of  Upland.    Both  houses  are 
conveniently  located  with  regard  to  sources  of  fruit— just  off  main  roads. 
The  Alta  Loma  house  is  somewhat  better  situated,  with  regard  to  railroad 
facilities,  on  the  main  line  of  the  Western  Pacific  Railroad,  whereas  the 
Old  Baldy  house  is  on  a^ur  line.    The  Alta  Loma  house  has  a  larger  capacity 
for  receiving,  washing,  and  handling  both  oranges  and  lemons,  but  has  a 
storage  capacity  for  lemons  of  130  cars  as  compared  with  1^0  cars  for  the 
Old  Baldy  house.    Part  of  the  Alta  Loma  house  was  constructed  only  in  19l42, 
and  it  is  thus  in  much  better  physical  shape  than  is  that  operated  by  the 
Old  Baldy  Citrus  Association.    Internally,  however,  the  Alta  Loma  house  has 
the  disadvantage,  from  an  operational  standpoint,  of  having  its  orange 
facilities  located  on  an  upper  story,  and  its  lemon  operations  on  the 
ground  floor.    It  is  claimed  that,  because  of  the  internal  arrangement  of 
this  house,  it  could  not  be  operated  so  efficiently  as  could  a  more 
conventionally  constructed  house  with  all  packing  operations  located  on  a 
single  floor. 

Both  of  these  houses  are  rather  dis^idvantageously  situated  in  regard 
to  resale  possibilities  as  both  are  about  a  mile  or  more  north  of  U.S. 
Highway  66.    The  Alta  Loma  house  is  located  in  the  small  town  of  Alta  Loma, 
but  the  Old  Baldy  house  is  not  in  an  urban  area.    Because  part  of  the  Alta 
Loma  house  is  of  more  recent  construction  and  is  located  on  a  railroad,  it 
would  probably  have  a  better  resale  potential  than  the  Old  Baldy  house, 
provided  a  buyer  could  be  found. 

The  most  serious  disadvantage  to  the  Alta  Loma  Heights  Association 
is  its  large  mortgage  indebtedness  of  $l80,000,  at  the  end  of  its  fiscal 
year  ending  in  19$1.    This  compares  with  $50,000  mortgage  indebtedness  of 
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the  Old  Baldy  Citrus  Association.    The  members  of  the  Alta  Loma  Heights 
Citrus  Association  would  stand  to  recover  a  larger  proportion  of  their 
equity  if  that  house  were  selected  as  the  second  house  for  handling  lemons. 
The  members  of  the  Old  Baldy  Citrus  Association  would  lose  a  substantial 
proportion  of  their  equity  if  this  were  done,  whereas  they  could  recover 
most  of  their  investment  if  their  house  were  selected. 

Several  members  of  the  Old  Baldy  Citrus  Association  argue  that  the 
members  of  the  &lta  Loma  Heights  Citrus  Association  made  a  serious  error 
of  judgment  in  19lil  when  they  decided  on  the  construction  cf  a  new  building 
and  that,  therefore,  they  (the  Alta  Loma  members)  should  bear  the  loss 
resulting  therefrom.    They  argue  further  that  the  lemon-storage  facilities 
of  the  Alta  Loma  house  would  be  inadequate  and  that  additional  facilities 
would  have  to  be  constructed,  necessitating  additional  capital  investment. 
This,  they  claim,  is  inadvisable  in  view  of  the  fact  that,  if  volume  of 
fruit  continues  to  decline,  the  second  house  now  needed  for  the  handling 
of  lemons  may  no  longer  be  necessary.    They  point  out  further  that,  while 
there  will  be  some  strain  on  the  larger  lemon-storage  facilities  of  the 
Old  Baldy  Citrus  Association,  it  should  be  possible,  in  normal  years,  to 
handle  all  lemons  with  existing  facilities.    It  was  contended,  furthermore, 
that,  as  growers  are  free  to  select  the  association  with  which  they  wish 
to  affiliate,  many  growers  now  members  of  the  four  smaller  combination 
houses  would  undoubtedly  join  the  Upland  Citrus  Association  (oranges)  and 
the  Upland  Lemon  Growers  Association. 

It  is  suggested  that  the  final  selection  of  a  second  house  needed  to 
supply  additional  facilities  for  the  handling  of  lemons  be  settled  by 
negotiation  between  the  members  of  the  Old  Baldy  Citrus  Association  and  the 
Alta  Loma  Heights  Citrus  Association.— 

Basis  for  Future  Organization. — To  svunmarize,  the  recommendations 
involve  (a)  consideration,  by  the  board  of  directors  of  the  San  Dimas  Lemon 
Association,  of  the  feasibility  of  participating  in  a  plan  of  consolidation 
with  associations  in  eastern  Los  Angeles  County,  (b)  concentration  of  the 
handling  of  all  the  fruit  now  handled  by  the  remaining  seven  packing  houses 
into  three  houses— the  Upland  Citrus  Association,  the  Upland  Lemon  Growers 
Association,  and  a  third  house  to  be  determined  by  negotiation. 

35/  The  results  of  such  negotiations  will  be  referred  to  later. 
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It  would  seem  reasonable  to  expect  that  the  Upland  Citrus  Association 
(oranges)  and  the  Upland  Lemon  Growers  Association  would  continue  to 
operate  as  separate,  cooperative  corporations  under  their  existing  charters. 
Some  minor  amendments  of  by-laws  and  articles  of  incorporation  may  be 
necessary  to  permit  affiliation  of  additional  grower-members. 

It  is  suggested  that  a  new  cooperative  corporation  be  organized  to 
operate  the  third  house  deemed  necessary  under  the  plan  of  consolidation. 
In  order  that  the  members  of  the  new  association  not  be  burdened  with  the 
indebtedness  of  the  house  selected,  and  with  unnecessary  equipment,  it  is 
recommended  that  the  new  association  purchase  from  the  present  association, 
at  a  fair  valuation,  only  such  buildings  and  equipment  as  can  be  fully  and 
efficiently  utilized. 

In  order  to  speed  up  the  plan  of  consolidation  it  is  recommended  that 
such  of  the  other  associations  in  the  area  as  decide  to  participate  in  the 
plan  take  steps  immediately,  or  as  soon  as  is  feasible,  to  go  into  voluntary 
liquidation.    The  liquidation  process  for  the  individual  houses  would 
probably  take  some  years.    This  is  necessary  in  order  to  permit  ample  time 
to  secure  buyers  for  the  buildings  and  also  to  permit  revolution  of  capital 
funds  now  invested  in  the  Fruit  Growers  Supply  Company,  the  Exchange  Lemon 
Products  Company,  the  Exchange  Orange  Products  Company,  and  other  corporate 
enterprises.    In  disposing  of  buildings  it  would  be  advisable  to  ensure, 
so  far  as  is  legally  possible,  that  the  purchasers  will  not  utilize  the 
buildings  for  the  packing  of  citrus  fruit. 

It  is  inevitable  that,  in  a  plan  of  consolidation,  the  grower-members 
of  some  of  the  associations  (and  especially  the  members  of  the  Alta  Loma 
Heights  Citrus  Association)  that  will  have  to  go  into  voluntary  liquidation 
will  suffer  a  considerable  loss  of  capital  invested  in  their  packing  houses. 
If  the  plan  of  consolidation  is  regarded  as  a  regional  or  area  undertaking, 
it  is  suggested  that  the  members  of  the  three  houses  to  be  operated  give 
consideration  to  the  establishment  of  a  sinking  fund  to  compensate  partially 
the  grower-members  of  the  houses  to  be  liquidated  for  loss  of  equity  in 
capital  now  invested  in  their  associations.    Such  a  procedure  appears 
justifiable  because,  if  the  plan  of  consolidation  is  effective,  the  houses 
still  in  operation  should  experience  some  reduction  in  unit  operating  costs 
as  a  result  of  additional  volume. 

Merely  as  a  basis  for  consideration,  it  is  suggested  that  the  sinking 
fund  could  be  operated  as  follows; 
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(a)  Growers  of  houses  to  be  liquidated  could  be  assured  that  they 
will  eventually  receive  (from  sale  of  assets  and  from  the  sinking  fund), 
say,  70  per  cent  of  capital  invested  in  revolving  funds  during  the  past 

five  years J  and,  say,  UO  per  cent  of  capital  invested  longer  than  five  years. 

(b)  Each  of  the  houses  could  contribute  to  the  sinking  fund  at,  say, 
I  cent  a  field  box  for  both  oranges  and  lemons  handled  annually  for,  say, 
the  next  five  years. 

(c)  If  the  three  houses  combined  handle  750,000  field  boxes  of  oranges 
and  1,100,000  field  boxes  of  lemons  a  year  (a  figure  well  below  that  handled 
by  the  seven  houses  in  1950-51),  the  annual  payment  into  the  sinking  fund 
would  be  about  |9,000,  or  a  total  of  SU5,000  for  the  period  of  five  years. 

The  financial  position  of  most  of  the  associations  that  would  go  into 
liquidation  under  a  plan  of  consolidation  is  such  that  serious  losses  of 
capital  (in  excess  of,  say,  70  per  cent)  might  be  incurred  onlly  in  the  case 
of  the  Old  Baldy  Citrus  Association  and  the  Alta  Loma  Heights  Citrus 
Association  (see  Table  2U) .    If  one  of  these  houses  is  utilized  as  the 
third  house  in  the  plan,  the  possible  loss  of  equity  would  be  greatly  reduced. 

It  is  realized  that  this  proposition  is  somewhat  altruistic.    It  is 
advanced  for  consideration  merely  as  a  possible  means  of  facilitating 
acceptance  of  a  plan  as  an  industry  undertaking. 

Subsequent  Developments 

It  is  unusual  to  be  able  to  report  actual  progress  because  adjustments 
such  as  were  outlined  above  often  take  several  years  to  mature.    The  report 
to  the  boards  of  directors  of  the  Ontario-Cucamonga  Fruit  Exchange  and  the 
eight  local  associations  participating  in  the  study  was  made  in  June,  1952. 
The  boards  of  directors  of  several  of  the  local  associations  considered 
that  the  future  was  so  bleak  that  speedy  action  was  necessary. 

During  the  latter  half  of  1952,  the  board  of  directors  of  the 
Mountain  View  Fruit  Association  decided  to  discontinue  operations. 
Arrangements  were  made  to  have  the  members  with  acreages  of  oranges  (and 
grapefruit)  join  the  Upland  Citrus  Association,  whereas  members  with  lemon 
acreages  joined  the  new  Cucamonga-Mesa  Association.    Negotiations  are  under 
way  for  the  sale  of  buildings  and  equipment. 

After  protracted  negotiation  between  the  boards  of  directors  of  the 
Old  Baldy  Citrus  Association  and  the  Alta  Loma  Heights  Citrus  Association, 
it  was  decided  that  the  packing  house  of  the  former  should  be  operated  as  a 
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third  house  under  the  plan  of  consolidation.    A  new  cooperative  association 
chartered  under  the  name  of  the  Cucamonga-Mesa  Growers  was  organized  to 
operate  as  a  combination  house.    The  land,  buildings,  and  equipment  of  the 
Old  Baldy  Citrus  Association  were  purchased  at  a  fair  valuation.    Both  this 
association  and  the  Alta  Loma  Heights  Citrus  Association  are  now  in  the 
process  of  voluntary  liquidation.    Most  of  the  members  of  these  two  older 
associations,  as  well  as  those  of  the  Mountain  View  Fruit  Association,  have 
become  members  of  the  new  Cucamonga-Mesa  Growers.    This  association  appears 
to  be  assured  of  sufficient  volume  to  be  able  to  operate  more  nearly  to  full 
capacity  during  the  next  few  years. 

To  date,  no  final  action  has  been  taken  by  the  San  Dimas  Lemon 
Association,  the  Upland  Heights  Orange  Association,  and  the  Etiwanda  Citrus 
Fruit  Association.    Indications  are  that  the  Upland  Heights  Orange 
Associption  may  participate  in  the  plan  of  organization  during  the  next 
year  or  two.    Because  the  newly  organized  Cucamonga-Mesa  Growers  organization 
is  now  operating  at  nearly  full  capacity,  it  would  seem  logical  to  conclude 
that,  if  the  Upland  Heights  Orange  Association  decides  to  participate  in  the 
plan,  the  bulk  of  its  members  will  affiliate  with  the  Upland  Citrus 
Association.    Because  of  its  excellent  financial  position,  the  Upland 
Heights  Orange  Association  would  appear  to  be  able,  in  the  event  of 
liquidation,  to  pay  its  members  in  excess  of  100  cents  on  the  dollar  on 
capital  invested  by  members  in  the  various  revolving  capital  funds. 

It  is  not  possible  to  predict  what  final  action  will  be  taken  by  the 
San  Dimas  Lemon  Association  and  the  Etiwanda  Citrus  Fruit  Association.  The 
boards  of  directors  of  the  Upland  Citrus  Association  and  the  Upland  Lemon 
Growers  Association  have  gone  on  record  as  approving  the  plan  of 
reorganization  in  principle,  and  have  agreed  to  facilitate  adoption  of 
the  plan  in  any  way  possible. 

The  proposition  with  regard  to  the  establishment  of  a  sinking  fund 
received  little  active  support,  and  can  thus  be  eliminated  as  a  consideration. 

In  conclusion,  it  may  be  stated  that  it  is  a  matter  of  considerable 
satisfaction  to  the  authors  that  the  plan  recommended  was  so  generously 
accepted  by  the  parties  concerned  and  that  so  much  positive  action  has 
been  taken  in  such  a  short  time. 
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88 
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89 

6 
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90 
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Total  and  Unit  Packing  Costs: 
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91 

8 

Total  and  Unit  Packing  Costs: 
Unadjusted 
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— Etiwanda 

92 

9 

Total  and  Unit  Packing  Costs; 
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93 
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Total  and  Unit  Packing  Costs: 
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--Old 

9h 

11 

Total  and  Unit  Packing  Costs: 
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95 
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96 

13 

Total  and  Unit  Packing  Costs: 
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97 
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Appendix  A 

Appendix  Table  1 

Bearing  and  Nonbearing  Acreage  of  Citrus  Fruit 
in  California:    192ii-25  to  I9S0-SI 


Bearing  acreage 


Year 

Navels, 
misc. 

oranges 

(falencias 

Lemons 

Grape- 
1  ruit 

I92U-25 

95.6 

77.1i 

la. 3 

3.8 

25-26 

9U.U 

80.  U 

la. 6 

U.5 

26-27 

95.3 

85.5 

ia.5 

5.5 

27-28 

9U.9 

88.0 

la.o 

6.7 

28-29 

9U.5 

91.  u 

UO.o 

0.O 

1929-30 

9U.2 

95.9 

UO.5 

10.1 

30-31 

93.7 

98.8 

liO.7 

10,8 

31-32 

93.U 

103.9 

lil.O 

11.3 

32-33 

92.5 

107.9 

UO.7 

12.1 

33- 3U 

89.2 

108.7 

U0.2 

13.1 

I93U-35 

88.8 

117.9 

Uo.U 

13.7 

35-36 

88»8 

122.3 

Uo.6 

lli.6 

36-37 

88.U 

127.3 

U2.1 

15. U 

37-38 

88.8 

132.8 

U5.U 

16.5 

38-39 

89.8 

136.5 

1  r\  1, 

a9.U 

-[A  1, 
lo.U 

1939-Uo 

90.5 

138.7 

524O 

16.U 

iiO-la 

90.5 

lliO.6 

5U.1 

15.U 

i;l-U2 

90.3 

1U1.8 

55.7 

15.1 

U2-I13 

90.3 

1U3.U 

57.1 

1U.7 

U3-UU 

90.5 

1U5.5 

60.1 

1U.8 

19UU-U5 

90.9 

1U6.9 

62.7 

1U.6 

1;5-U6 

91.0 

1U8.5 

65.5 

1U.6 

U6-U7 

91.0 

1U9.2 

66.6 

lU.6 

U7-U8 

90.5 

1U8.9 

6U.9 

1U.3 

U8-U9 

90.0 

1U9.2 

6U.7 

13*2 

19U9-50 

80.7 

13U.9 

58.2 

10.  U 

50-51 

79.5 

132.1; 

5U.U 

10.0 

51-52 

78.7 

132.1 

5U.7 

Nonbearing  acreage 
(1,000  acres)  1/ 


Navels, 
misc. 

oranges 


Valencias 


Lemons 


3.9 
U.O 

U.6 

h.9 
5.5 
5.7 
7.U 

5.  U 

6.  U 
6.8 
6.2 
h.9 

3.8 
2*9 
2.1 
1.6 
l.U 

1.0 
1.0 
1.1 
1.5 
l.U 

2.0 

1^9 


21.3 
22.8 

19.5 
20.9 
22,9 
26.2 
2U.O 

23.0 
20.8 
16.9 
13.1 
10.1 

9.9 
9.1 
8.8 
7.7 
6.3 

5.5 
U.6 
U.U 
5.2 
6.1 

8.9 


7.7 
5.U 

2.2 

I.  7 
2.6 

U.l 
U.2 
5.1 
7.7 
9.1 

9.9 
16.1 
18.U 
16.2 
lU.8 

lU.l 
1U.6 
13.6 

II.  6 
8.U 

5.9 
3.0 

2.3 
2.5 
3.7 

U.5 
7.3 


1/  Information  on  grapefruit  not  available. 

Source:    California  Fruit  Growers  Exchange.    Statistical  Information  on 
the  Citrus  Fruit  Industry.    May  195l,  pp.  5,  lb,  and  2]?i 
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Appendix  Table  2 

Production  and  Fresh  Shipments  of  Citrus  Fruit j 
California  and  Arizona  (193U-35  to  19$0-Sl) 
in  Millions  of  Boxes 


Grapefruit 
(Calif>  summer) 
Fresh 
Shipments 


Year 


Navels,  misc. 


Produc- 


Fresh 


tion 

Shipments 

193li-35 

19.1 

17.6 

3^-36 

1U.6 

13.8 

37-38 

16.9 

15,8 

38-39 

18.2 

15.1 

1939-Uo 

17.7 

16,7 

Uo^iil 

19.8 

18.0 

UI-U2 

22,3 

19.5 

U2-U3 

lh.6 

12,1 

U3-UU 

21.6 

18.7 

22,6 

19.9 

18.3 

16.1 

U6-U7 

20,3 

18,0 

U7-U8 

19, u 

16,3 

U8-U9 

12. U 

9.U 

19U9-50 

16.2 

13.U 

5o-5i 

1^.1 

Valencias 


Produc- 
tion 


Fresh 
Shipments 


Lemons 


Produc- 
tion 


Fresh 
Shipments 


Produc- 
tion 


26,1 
18.2 
16.7 
29. U 
23.6 

27.3 
31.5 
30.5 
30.5 
31.5 

39.0 
27.0 
3U.5 
27.2 
25.3 

26.7 
28.1 


22.3 
16.7 
ll.U 
2U.3 
18.7 

23.9 

25.9 
25.2 
2U.6 
27.5 

30.1 
21.0 
25.0 
19.7 
IU.5 

i5.o 


10.8 
7.8 
7.6 
9.3 

11.1 

12.0 
17.2 
11.7 
1U.9 
11.0 

12.6 
1U.5 
13.8 

12.9 
10.0 

11. U 
12.5 


7.2 
7.U 
6.5 
7.8 
7.8 

8.3 
8.9 
7.9 
9.6 
9.3 

9.6 
9.1 
9.U 
8.5 
7.8 

7.6 


1.5 
1.1 
.8 
1.1 
1.0 

.9 

1.0 

1.9 
1.8 
2.1 

2.3 
2.2 
1.9 
1.5 
1.3 

l.U 
l.U 


Sources    California  Fruit  Growers  Exchange, 
the  Citrus  Fruit  Industry,  195l. 


Statistical  Information  on 


Appendix  Table  3 


F.O.B.  Prices  and  Costs  of  Producing  and  Handling 
Navel  Oranges  in  California 


Year 


Prices  and  costs 


Calif -Ariz 
C.o.b.  price 
^/box 


Cultural 

costs 
I/box 


Picking, 
hauling 
$/box 


Packing 
costs 
$/box 


Calif-Ariz 
f.o.b.  price 
%  (a) 


Percentage  changes 


Cultural 
costs 
%  (a) 


Picking, 
hauling 
%  (a) 


Packing 
costs 
%  (a) 


1934-35 

35-  36 

36-  37 

37-  38 

38-  39 

1939-40 

40-  a 

41-  42 

42-  43 

43-  44 

1944-45 

45-  46 

46-  47 

47-  48 

48-  49 

1949-50 

5-year  averages: 

24-25  to  28-29 
29-30  to  33-34 
34-35  to  38-39 
39-40  to  43-44 
44-45  to  48-49 


1.80 
1.95 
2.53 
1.46 
1.38 

1.60 
1.80 
1.82 
3.58 
3.73 

3.90 
4.13 
3.60 
3.02 
4.27 

3.56 


3.55 
2.30 
1.82 
2.51 
3.78 


.59 
.77 
1.05 
.65 
.53 

.51 
.46 
.49 
.90 
.80 

.83 
1.13 
1.04 

.98 
1.61 

1.40(b) 


.14 
.15 
.17 

•  U 

.16 

.14 
.15 
.20 
.28 
.29 

.31 
.35 
.32 
.35 
.36 


1.25 
.95 
.72 

.63 
1.12 


.18 
.15 
.15 
.21 

.34 


.45 
.47 
.52 
.46 
.49 

.46 

.48 
.56 
.57 
.63 

.64 

.76 
.84 
.92 
1.00 

■95 


.57 
.51 
.48 

.54 

.83 


98.9 
107.1 
139.0 
80.2 
75.8 

87.9 
98.9 
100.0 
196.7 
204.9 

214.3 
226.9 
197.8 
165.9 
234.6 

195.6 


81.9 
106.9 
145.8 
90.3 
73.6 

70.8 
63.9 
68.1 
125.0 
111.1 

115.3 
156.9 

144.4 
136.1 
223.6 

194.4 


93.3 
100.0 
113.3 

93.3 
106.7 

93.3 
100.0 
133.3 
186.7 
193.3 

206.7 
233.3 
213.3 
233.3 
240.0 

233.3 


93.7 
97.9 

108.3 
95.8 

102.1 

95.8 
100.0 
116.7 
118.7 
131.2 

133.3 
158.3 
175.0 
191.7 
208.3 

197.9 


(a)  Using  5-year  average  of  34-35  to  38-39  =  100% 

(b)  Estimated. 


Source:    California  Fruit  Growers  Exchange.    Statistical  Tnfnrm«+.in>.  on  the  Citni.^  Fruit  Industry.  1951. 


Appendix  Table  4 


Year 


F.O,B.  Prices  and  Ctosts  of  Producing  and  Handling 
Valencia  Oranges  in  California 


Prices  and  costs 


Calif -Ariz 
|f,o.b.  price 

30X 


Cultiiral 
costs 
S/box 


Piclcing, 
hauling 
S/box 


Packing 
costs 


Percentage  changes 


Calif-Ariz 
f.o.b.  price 
%  (a)  


Cultiiral 
costs 


-(al 


Picking 
hauling 
t  (a) 


Packing 
costs 
%  (a) 


1934-35 

35-  36 

36-  37 

37-  38 

38-  39 

1939-40 

40-  41 

41-  42 

42-  43 

43-  44 

1944-45 
45-46 

47-  48 

48-  49 

1949-50 

5 -year  averages; 


24-25  to 
29-30  to 
34-35  to 
39-40  to 


28-29 
33-34 
38-39 
43-44 


44-45  to  48-49 


2.01 
2.61 
3-64 
1.57 
1.78 

1.89 
2.36 
2.99 
4.06 
4.39 

3.90 
4.80 
2.94 
3,44 
3.55 

3.62 


4.28 
2.89 
2.32 
3.14 
3.73 


.56 
.98 
1.13 
.62 
-61 

-47 
.47 
.59 
.75 
.86 

-79 
1-33 
1.00 
1.25 
L.25 

1.AQ(a) 


1.46 
1-03 
.78 
.63 
1.13 


.14 
.15 
.17 
.14 
.16 

.14 
.15 
.20 
.28 
.29 

.31 
.35 
.32 

.35 

-36 


.18 
-15 
-15 
.21 

.34 


.45 
.47 
.52 
.46 

-49 

.46 
.48 
.56 
.57 
.63 

.64 
.76 
.84 
.92 

1.00 

,91 


-.57 
.51 
.48 

.54 
.83 


86.6 
112,5 
156.9 
67.7 
76.7 

81.5 
101,7 
128.9 
175.0 
189.2 

168.1 
206.9 
126.7 
148.3 
153.0 

156.0 


71.8 
125.6 
144.9 
79.5 
78.2 

60.3 
60.3 
75.6 
96.2 
110.3 

101.3 
170.5 
128.2 

160.3 
160.3 

179.5 


93.3 
100.0 
113.3 

93.3 
106,7 

93.3 
100.0 
133.3 
186.7 
193.3 

206.7 
233.3 
213.3 
233.3 
240.0 

233.3 


93.7 
97.9 

108.3 
95.8 

1 102.1 

i  95.8 
1 100.0 
116.7 
118,7 
131.2 

133.3 
158.3 
175.0 
191.7 
208.3 

197.9 


(a)  Using  5-year  average  34-35  to  38-39  -  100^. 
Sources  California  Fruit  Growers  Exchange.  Statistical 


Information  on  the  Citrus  Fruit  Industry.  1951. 
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Appendix  Table  5 


F.O.B.  Prices  and  Costs  of  Producing  and  Handling 

Lemons  in  California 


Year 


Winter 
Calif -Ariz 
f.o.b.  price 


1934-35 

35-  36 

36-  37 

37-  38 

38-  39 

1939->iO 
40-a 

a-^ 

42-  43 

43-  /W. 

1944-45 

45-  46 

46-  47 

47-  48 

48-  49 

1949-50 

5-year  averages: 
24-25  to  28-29 
29-30  to  33-34 
34-35  to  38-39 
39-40  to  43-44. 
44-45  to  48-49 


Prices  and  costs 


2.18 
3.75 
3.82 
3.49 
2.51 

2.99 
2.43 
3.21 
4.30 
4.52 

4.67 
4.70 
4.89 
4.78 
6.49 

6.85 


3.66 
3.36 
3.15 
3.49 
5.11 


Suiomer 
Calif-Ariz 
f.o.b.  price 
S/box 


3.39 
4.49 
4.87 
2.82 
3.07 

3.04 
3.19 
3.31 
4.81 
5.49 

4.76 

4.19 
5.66 
5.89 
7.34 

5.55 


4.65 
4.31 
3.73 
3.97 
5.57 


(a)  Using  5-year  average  of  34-35  to  38-39 
Source:    California  Fruit  Growers  Exchange, 


Cultural 
costs 
$/box 


.61 
1.20 

1.44 
1.09 
.85 

.94 

.a 

.77 
.72 

1.14 

1.13 
1.17 
1.35 
1.33 
1.94 

1.75 


1.23 
1.12 
1.04 
.80 
1.38 


Picking, 
hauling 
$/box 


.32 
.36 
.39 
.40 
.37 

.36 
.34 
•40 
.55 
.61 

.67 
.63 
.67 
.71 
.74 


.45 
.39 
.37 
.45 
.68 


Packing 
costs 


^Vbox 


.78 
.77 
.85 
.80 
.81 

.80 
.85 
1.01 
1.11 
1.20 

1.24 
1.32 
1.41 
1.53 
1.59 

1.55 


.88 
.80 
.80 
.99 
1.42 


Sumner 
Calif -Ariz 
f.o.b.  price 
 l_(aj  


Percentage  changes 


90.9 
120.4 
130.6 
75.6 
82.3 

81.5 
85.5 
88.7 
129.0 
147.2 

127.6 

112.3 
151.2 
157.9 
196.8 

148,8 


Cultural 
costs 
%  (a) 


58.7 
115.4 
138.5 
104.8 

81.7 

90.4 
39.4 
74.0 
69.2 
109.6 

108.7 
112.5 
129.8 
127.9 
186.5 

168.3 


Picking, 
hauling 
%  (a) 


86.5 
97.3 
105.4 
108.1 
100.0 

97.3 
91.9 
108.1 
148.6 
164.9 

181.1 
170.3 
181.1 
191.9 
200.0 

197.3 


100%. 

statistical  Information  on  the  Citrus  Frul-b  Industry.  1951. 
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Appendix  Table  6 


F.O.B.  Prices  and  Costs  of  Producing  and  Handling 
Grapefruit  in  California 


Prices  and 

costs 

Percentage  cl 

langes 

California 

summer 

Year 

Calif-Ariz 

Cultural 

Picking, 

Packing 

Calif-Ariz 

Cultural 

Picking, 

Packing 

f .o,b  price 

costs 

hauling 

costs 

f.o.b.  price 

costs 

hauling 

costs 

$/box 

A  A 

$/box 

vp/box 

SA)OX 

%  (a) 

$  (a) 

$  (a) 

$  (a) 

1934-35 

1.32 

— 

123.4 

— 

— 

— 

35-36 

1.64 

— 

— 

153.3 

— 

— 

36-37 

1.80 

— 

MM 

mm 

168.2 

MM 

— 

-- 

37-38 

1.07 

.65 

.10 

.48 

100.0 

100.0 

100.0 

100.0 

38-39 

.98 

.63 

.11 

.47 

91.6 

96.9 

110,0 

97.9 

1939-4.0 

1.11 

.41 

.10 

.44 

103.7 

63.1 

100.0 

91.7 

4,0-41 

1.42 

.45 

.12 

.44 

132.7 

69.2 

120^0 

91.7 

41-42 

1.92 

.49 

.16 

.59 

179.4 

75.4 

160^0 

122.9 

42-43 

2.58 

.59 

.19 

.52 

241.1 

90.8 

190.0 

108.3 

43-44. 

2.95 

.64 

.23 

.65 

275.7 

98.5 

230.0 

135.4 

1944-45 

3.19 

•68 

•25 

*69 

298.1 

104.6 

250^0 

139.6 

2.48 

.91 

no 

231.0 

140,0 

250,0 

150.0 

HQ 

.  f  7 

213.1 

123.1 

230.0 

164.6 

47-48 

2.26 

.75 

.26 

.87 

<cou.u 

A8-Z.9 

2,79 

•76 

.24 

.91 

260.7 

116.9 

240.0 

189.6 

1949-50 

2.82 

.76 

.26 

263.6 

116.9 

260.0 

189.6 

5"^''ear  averages: 

24-25  to  28-29 

3.26 

tmmm 

29-30  to  33-34 

2.12 

34-35  to  38-39 

1.36 

39-40  to  43-44 

2.00 

.51 

.16 

.53 

44-45  to  48-49 

2.60 

.78 

.25 

.79 

1  

(a)  Using  1937-38  =  100^. 


Source.:    California  Fruit  Growers  Exchange.    Statistical  Information  on  the  Citrus  Fruit  Industry.  1951. 
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Appendix  Table  7 

Total  and  Unit  Packing  Costs  (Unadjusted) 

Alta  Loma  Heights  Citrus  Association 
(      (Orange  Department) 


91, 


19i^8-U9 


19U9-50 


1950-51 


Boxes  packed 

All  f  riiit  handled 

(Packed  box  equivalent) 


Materials 
Shook  (net) 
Wraps 
Other 
Total  materials 

Labor 
Total  labor 


19,027 
28,596 

Expenses 
(Per  annual  Unit 
statement)  costs 


U9,333 
72,315 

Expenses 
(Per  annual  Unit 
statement)  costs 


51,998 
66,937 

Expenses 
(Per  annual  Unit 
statement)  costs 


6,5oU 
■870 


k3Ul8 
.0600 
«oIi57 


8,516 


.Ui75 


23-,liiU 
2^791 
2,885 


$.U691 
.0566 

*0585 


28,820  .58U2 


I2,5li6 
2,326 
2,610 


$.2la6 

.Ohhl 

.050^ 


17,U82  .3362 


10,916  .3817 


11,79U  .1631 


15,5U7  .2323 


10,916  .3817 


Miscellaneous 
Light,  power,  water,  gas    1^298  .0U5U 
Eqiiip.  repairs  1,726  .060U 

Insurance  &  bonds  U66  «0l63 

Taxes  &  licenses  1,317  •OU6I 

Office  &  telephone  553  .0193 

Auto  and  travel 
Employees'  ins* 

Precooler  expense  2,2U7  .0786 

Trucking 

Other  I  582  ,020U 

Total  miscellaneous 

Salaries 
Depreciation 
Interest 

Total  packing  expense 


8,189 


.2865 


U,070  .1U23 


2,1U2  :07ll9" 


33.B33  1.^529 


11,791  .1631 


I5,51i7  .2323 


2,U65 
5Ul 
1,U78 
2,7U2 
621 


l,2ia 
109 
8U0 


.03UI 
.0075 
.020li 

.0379 
,0086 


.0172 

.0015 
.0116 


2,506 
315 

1,276 

2,U90 
U53 


3,10U 
1,707 


.037li 
.00147! 
.0191 
.0372 
.006$ 


.01^61^ 
.0255 


10,037 


.1388 


11,852  .1771 


U,U90 


.0621         U,285  ."OUSC 


U,310 


.0596 


9,573  »in5o 


.0576 


63,621  1.065U 


3,260 


"ToUH^ 


61,998  T9B35 


Appendix  Table  8 

Total  and  Unit  Packing  Costs  (Unadjusted) 

Etiwanda  Citrus  Fruit  Association 
(Orange  Department) 


19hQ'h9 

19U9-50 

1950-51 

Boxes  packed 

All  fruit  handled 

(Packed  box  equivalent) 

Materials 
Shook  (net) 
TTraps 
Other 
Total  materials 

Labor 
Supervision 
Packing  &  house 

Total  labor 

Miscellaneous 
Power,  light,  water  &  g 
Building  &  equip,  repaj 
Insurance 
Payroll  taxes 
State  &  county  taxes 
Office  supplies  &  expen 
Telephone  &  telegraph 
Packing  &  house  supplie 
Orange  admin,  comm. 
Other 

Total  miscellaneous 

Salaries 

Depreciation 

Interest 

Total  packing  expense 

Expenses 
(Per  annual  Unit 
statement)  costs 

19,831 
36,526 

Expenses 
(Per  annual  Unit 
statement)  costs 

17,697 
2li,5U6 

Expenses 
(Per  annual  Unit 
statement)  costs 

$ 

Oranges  packed  by 
Upland  Citrus 

as 
rs 

se 
s 

^    8>111  $.h090 
1,502  .0757 
-  61  .0031 

^    5,330  $.3012 
1,53U  .0867 
365  .0206 

9,675  .UB7B 

7,229  .U085 

liU37  .0393 
6,979  .1911 

1,185  .0U83 
5,282  .2152 

8,ia6  .230U 

6,h67  .2635 

l,l5l  .0315 
6lii  .0168 
103  .0028 
33$  .0092 
691  .0189 
267  .0073 
87  .002U 
603  .0165 

186  .0051 

373  .0102 

1,U22  .0579 
271  .0110 

U33  .0176 

hlh  .0169 
U3U  .0177 
207  .OO8L. 
71  .0029 

308  .0125 

119  .OOU8 

Ultl  .0180 

li,iao  .1207 

ii,120  .1678 

3,178  ,0870 

2,785  .1135 

694  »0190 

619  .0252 

106  .0030 

181  .007U 

^26,U81  .9U79 

21,U01  .9859 

5?    .■sr;;:;T  y^\^..,.^r 


bffs 
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Appendix  Table  9 
Total  and  Unit  Packing  Costs  (Unadjusted) 


Movintain  View  Fruit  Association 
( Orange  Department) 


1 

T  0)ifl-)i0 

19U9-50 

1950-51 

Boxes  packed 

10,182 

ll,U97 

A.11  fruit  handled 

12,071 

13,926 

Expenses 

Expenses 

(Pf*v  anniifll  Unit 

(Per  annual 

Unit 

(Per  annual 

Unit 

statement)  costs 

statement) 

costs 

statement) 

costs 

Materials 

Shook  (net) 

(None  of  packing 

$  U,l85 

l.hllO 

1  U,606 

$,Uoo6 

Tfraps  and  labels 

done  at  Moun- 

862 

.O8U7 

896 

,0779 

n+.h  AT* 

.520 

.o5ii 

I4I8 

.036U 

Total  mateilals 

5.567 

.5I168 

Labor 

Packing 

J\  9Q7 

Supervision 

■  0A)( 

House 

P-22L 

.l8ii? 

2.567 

Total  labor 

« 1x012 

5.021 

Miscellaneous 

Utilities 

187 

.0155 

Ili7 

.0106 

Building  &  equip,  repairs 

I4O7 

.0337 

189 

.0136 

Payroll  taxes 

2U8 

.0205 

377 

.0271 

Insurance  &  bonds 

'U7U 

.0393 

337 

.02li2 

Taxes  &  licenses 

1,219 

.1010 

60U 

.Oli3U 

Office  supplies  &  exp. 

216 

.0179 

173 

.OI2U 

Power 

.0369 

508 

.0365 

Telephone 

68 

.0056 

5U 

.0039 

Administrative  comm. 

loU 

.0066 

91 

.0065 

Sunkist  provident  plan 

ioi 

.03UO 

Uol; 

.0290 

Auto  and  travel 

l5l 

.0125 

120 

.0086 

Other 

.ooUii 

106 

.0076 

Total  miscellaneous 

3,98U 

.3299 

3,110 

.223U 

Salaries 

1,778 

.1U73 

1,520 

.1091 

Depreciation 

315 

,0261 

1.U3U 

.1030 

Interest 

352 

•0292 

228 

.016U 

Total  packing  expense 

l6,58i 

1,U805 

17,233 

1.3500 

1 

f 

i 

15.   li-  , 

! 
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Appendix  Table  10 
Total  and  Unit  Packing  Costs  (Unadjusted) 


Old  Baldy  Citrus  Association 
(Orange  Department) 


— —  • — r 

I9U8-U9 

I9U9-5O 

_  

1950-51 

Boxes  packed 

All  fruit  handled 

(Packed  box  equivalent) 

Expenses 
(Per  annual  Unit 
statement)  costs 

77i271 
109,719 

Expenses 
(Per  annual  Unit 
stfitftmpnt  J  costs 

62i620 
77,167 

Expenses 
(Per  annual  Unit 
statement)  costs 

Materials 
Shook  (net) 
Wraps 

Labels  &  misc# 

Total  materials 

Labor 
Packing  labor 
House  &  grading 

Total  labor 

Miscellaneous' 
Pov^er,  light,  water  &  g 
Insurance 

Taxes,  licenses,  SUC  an 
Building  &  equip*  repai 

Office  and  telephone 
T'asher 

Director's  fees  and  pre 
Orange  admin,  committee 
Agrlc,  prod.  Ibr,  coram* 
Other 

Total  miscellaneous 

Salaries  l/ 

Depreciation 

Interest 

Total  packing  expense 

(Oranges  packed  by- 
Upland  Citrus 
Association.) 

as 

d  0/B 
r 

t 

vident  plan  l/ 

! 

$  27,U06  I.35U7 
U,388  .0568 
1,978.       .0256  . 

1  25,012  5p.3995| 
3,51+5  .0566 
3,53U  .056I4 

33,772  .U371 

32,091  .5125 

11^121  .1U39 
20,U23  .1861 

7,710  .1231 
16,537  .2U02 

31,5Uit  .3300 

26,2U7  .3633 

2^212  .0202 
ljOU9       ■  .0096 
5,3h5  .0U87 
U96  .ooU5 
U82  *ooUU 
791  .0072 
800  .0073 
63U  .0058 
•  23  .0002 
1,701  .0155 

3,391  .0ii39 
-  It63  .0060 
Ui376  .0567 
i,,25o  .0162 

I436  .0057 
— 

766  .0099 
U81  ,0062 
70  .0009 
62  .0008 

13.533  .123it 

11,295  .1U6I; 

10,832  .0987 

hM  .0589 

2,888  .0263 

li,577  .059^ 

92  .0008 

307  .oouo 

92,661  1.0163 

79,063  l.luUi 

1/  Salaries,  directors  and  provident  plan  were  listed  in  Annual  Reports  as  one 
figure,  thus  proration  for  salaries  and  for  director's  fees  and  provident  plan 
are  approximations. 
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Appendix  Table  11 
Total  and  Unit  Packing  Costs  (Unadjusted) 


T^land  Citrus  Association 


19l;8-U9 

I9U9-5O 

1950-51 

Boxes  packed 

m  fruit  handled 

(Packed  box  equivalent) 

Material 
Shook  (net) 
Wraps 
Labels 
Other 

Total  material 

Labor 
Packing 
Si^jervision 
House 
Grading 

Total  labor 

Miscellaneous- 
Light,  power,  rater  &  g 
Building  L  eqxiip.  rep. 
Taxes  and  licenses 
Insurance  and  bonds 
Office  supplies  &  exp. 
Auto  and  travel 
Prorate  expense 
Payroll  taxes 
Other 
Total  miscellaneous 

Salaries 

Depreciation 

Interest 

Total  packing  expense 

170> 995 
319,605 

Expenses 
(Per  annual  Unit 
statement)  costs 

328i8lU 
1;85,771 

Expenses 
(Per  annual  Unit 
statement)  costs 

32l|-,ll8 
396,U89 

Expenses 
(Per  annual  Unit 
statement)  costs 

^  67,565  $.3951 
13i25o  .0775 
li322  .0077 

$129i9U8  $.3952 
25,109  .076U 
1,7UU  .0053 

m6,368  $,359C 
22,678  .070c 
1,663  .0051 

0,^04  ,UdpC 

87,288  ,5101; 

167,572  .5097 

lii9,073  .U599 

2Ui523  .lU3i; 

8iU20  .0263 
35,5o5  .1111 

U2-,596  ,1295 

9,500  ,0196 
51,198  ,105U 

Uo,U58  .12W 
7>923  .020c 
27il82  .0686 
15,003  .0378 

68,14i8  .2808 

103,291+  .25il5 

90,566  .2512 

as  2',3U3  .0073 
Q;9h2  .0280 
Uil9U  ,0131 
3,928  ,0123 
599  .0019 
-  860  .0027 
lil65  .0036 
2',h23  .0076 
3,983  .0125 

3il29  .OO6U 
7i571  .0156 
U,330  .0089 
5i005  .0103 

i,ia2  .0029 

•  613  .0013 
2i631  .005U 
3>665  .0075 
9i035  .0186 

2i376  .0060 
10,72U  ,0270 
3>830  ,0097 
U,588  .0116 
600  ,0015 
•  626  ,0016 
2>117  .0053 
U>226  ,0107 
3,331  ,00814 

28,U37  .0890 

37,391  ^0769 

32,la8  .0818 

12,llil  ,0380 

12,375  .0255 

15,755  .0397 

10,230  .0320 

9,579  .0197 

10,677  .0269 

276  »0009 

36U  ,0007 

59U  ,0015 

206,820  ,9511 

330,575  .8870 

229,083  .8610 
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Appendix  Table  12 
Total  and  Unit  Packing  Costs  (Unadjusted) 
Inland  Heights  Orange  Association 


96 


Boxes  packed 

All  fruit  handled 

(Packed  box  equivalent) 


Material 
Shook  (net) 
Wraps 
Labels 

Miscellaneous  supplies 
Other 

Total  material 
Labor 

Supervision 
Packing 
Separating 
House 

Total  labor 


I9U8-U9 

27>586 
3:5,135 

Expenses 
(Per  annual  Unit 
statement)  costs 


7,318 
389 
138 
277 
.697 


8,819 


3 -,090 
1;',273 
1,585 
U,18U 


13,132 


7,3U7 


129 


e.2653 
.olia 
.0050 
.0100 
.0253 


.3197 


•0560 
.i5U9 
.0287 
.0759 


19I49-50 

139i529 
200,075 

Expenses 
(Per  annual  Unit 
statement)  costs 


56^717 
7,666 
609 
985 


^.Uo65 
.o5U9 
.ooUi 
.0071 
.0212 


1950-51 

lU7',2l;6 
170,7U2 

Expenses 
(Per  annual    Unit  [ 
statement)  costs 


^  52,368 
7i698 
1,022 
•7U0 
3,678 


68,937  .h9ia 


.3155 


fliELscellaneous" 

Light,  power,  water,  gas  '922  .0167 

Repairs  1,863  .0338 

Insurance  &  bonds  -37!;  .0068 

Taxes  &  licenses  l,ll6  .0202 

Office  supplies  and  exp,  2hO  .OOUU 

Telephone                     j  9k  .0017 

Orange  admin,  committee  II4.2  .0026 

Payroll  taxes                !  ihS  .0135 

Transportation  of  packers  30  .0005 

Sunkist  provid,  plan  ins.  1,3U2  .02113 

Other                           [  .  Ii78  .OO87 

Total  miscellaneous 

Salaries 
Depreciation 
Interest 

Total  packing  expense 


.1332 


6,973  .125r 


.0023 


36,U0O  75972" 


UiOl6 
l8j2UO 

7i058 
18,571 


.0201 
.1307 
.0353 
.1261 


U7,885  .31U2 


1^707 
1,532 

•328 
1,1U3 
39U 

■166 
li365 
1,68U 

1,3U2 

.513 


.0085 
.0076 
.0016 

.0057 
.0020 
.0008 
.0068 
.OO8U 

,0067 
.0026 


10,17U  .0507 


9,99U  .OW 


1,150  ^ooTT 


77 


.ooou 


U>200 
17,669 

17,99U 


1,680 
U,029 

70U 
1,23U 

557 
■166 
1^016 
2,29li 

l,6oU 

.9U9 


138,217  .9151 


102 


1^.3556 
.0523 
.0069 
.0050 
.0250 


65,506  MB 


.02U6 
•1200 

.105I4 


39,863  .2500 


.0098 
.0236 
.ooLoJ 
,0072! 
.0033 
.0010 
.0061 
.01314 

.009i< 
.0056 


lU,263  .0835 


12,66U  .07U2 


1,257  TootH 


.0006 


133»655  ."55oF 
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0 

* 

\                                   \  '■  ' 

•    i-  •'■ 

*    ■  ■ 

'  \   _  ■♦•  ^  c 

• 

■  \     -  » 

*.  s 

.  ■* 

*  *  ■                    •  ♦ 

r?  . 

.  ■■ 

< 

• 

* 

.-';-i>. 

*                      ■  '  ■  . 

*  _  .     » ii  ,  •'■ . 

1  - 

rtoiis  io!' 

• 

97. 

Appendix  Table  13 
Total  and  Unit  Packing  Costs  (Unadjusted) 


Alta  Lome  Heights  Citrus  Association 
(Lemon  Department) 


19hQ'k9 

19I19-50 

1950-51 

Boxes  packed 

28>971 

Uli910 

62,557 

All  fruit  handled 

U7,it08 

56,099 

83,5lU 

(Packed  box  equivalent) 

Expenses 

Expenses 

Expenses 

(Per  annual 

Unit 

(Per  annual 

Unit 

(Per  annual 

Unit 

statement) 

costs 

statement) 

costs 

statement) 

costs 

Materials 

Shook  (net) 

$  lUi092 

<tf  •  i+ooi; 

<li>  cUjUfi 

Wraps 

i;,llU 

1  7/^6 

t^'  0)iO 

l^sc.  supplies 

■7U3 

-  7I1O 

•UX  ty 

0  r-.-]  )i 

Other 

3,36? 

u,uuo 

,u>oo 

.  010 

Total  materials 

22,317 

.7703 

2U,5iU 

.58l;9 

29,352 

•1692 

Labor 

2U;802 

.5232  . 

21i8U9 

.U525 

36ilai 

.U36O 

Total  labor 

2U,802 

.5232 

21,8U9 

.1;525 

36;iai 

.U360 

Jfi-scellaneous" 

.0555 

Li^t-  power,  water,  gas  U,l;01 

,0928 

3,195 

.0570 

U,633 

Building  &  equip,  repai 

r  521 

,0110 

686 

.0122 

379 

,ooU5 

Insurance  k  bonds 

-891 

,0188 

•699 

.0125 

2i0U7 

.02li5 

Taxes  &  licenses 

2,li90 

.0525 

3,515 

.0627 

5,291 

.063l4 

Office  &  telephone 

720 

.0152 

693 

.0123 

689 

.0083 

Auto  and  travel 

—  — 

^  mm 

Employees'  ins. 

Air  conditioning  exp. 

Precooler  expense 

2i222 

.0U69 

2,5oU 

.OhU6 

3^555 

.0i;26 

0tl:ier 

1,335 

.0282 

l,U09 

.0251 

3,196 

.0383 

Total  miscellaneous 

12,580 

.265U 

12,701 

.226U 

19,790 

.2371 

Salaries 

6,877 

.li;5l 

5,3lU 

.09U7 

7,022 

.0937 

Depreciation 

6,27U 

,1118 

10,626 

.1272 

Interest 

7,060 

.1U89 

5,UU2 

.0970 

5,6i;l 

.0575 

Total  packing  expense 

73,636 

1.8529 

76,091; 

1.5673 

109, 6U2 

1.U307 

Appendix  Table  ill 

Total  and  Unit  Packing  Costs  (Unadjusted) 

Ktiwanda  Citrus  Fruit  Association 
(Lemon  Department) 


98. 


19U8-U9 


19U9-50 


19^0-51 


Boxes  packed 

All  fruit  handled 

(Packed  box  equivalent) 


Materials 
Shook  (net) 
Wraps 
Other 

Total  materials 

Labor 
Supervision 
Packing  &  house 

Total  labor 


51^986 
75,707 

Expenses 
(Per  annual  Unit 
statement)  costs 


21>56? 
28,536 

Expenses 
(Per  annual  Unit 
statement)  costs 


20,233 
6il8l 
1.976 


3^000 
31,261 


Total  miscellaneous 

Salaries 

Depreciation 

Interest 

Total  packing  expense 


^.3892 
.1189 
.0380 


6,650 
2,288 
.572 


$.308U 
.1061 
.0265 


28,390  .51;6l 


•0396 
.ta29 


3U,26l  .U525 


Miscellaneous' 

Power,  li^t,  water,  gas  3,292  .01135 

Building  &  equip,  repair  '96U  .0127 

Insurance  1^139  .Ol50 

Payroll  taxes  lillU  .01U7 

State  &  county  taxes  1,550  .0205 

Office  supplies  &  expense  6o5  .0080 

Telephone  &  telegraph  *  "161  ,0021 

Packing  &  house  suppliee  1,303  .0172 

Lemon  admin,  comm.        ,  '75l  .0099 

Other  1,215  .OI6O 


9,510 


.Uao 


li563 
13,265 


.05U8 
.U656 


lU,8U8  ,520U 


1,251 

77U 
112 
668 
751 
290 
9h 
656 
20ii 
U23 


.0U38 
.0271 
.0039 
.023U 
.0263 
.0102 
.0033 
.0230 
.0071 
.OlU8 


30i655 
U8,705 

Expenses 
(Per  annual  Unit 
statement)  costs 


12>l63 
3,hDk 
.902 


2,053 
18,880 


20,933 


2,li63 
339 
'750 
l,llih 
752 
359 
12U 
53U 
365 
759 


$.3968 
.1110 
.02914 


l6,i|69  .5372 


.OU22 
.3876 


.U298 


.0506 
,0070 
.Ol5ii 
.0235 

.  01514 
.00714 
.0025 
.0110 
.0075 
.0156 


12,095  .1596 

■ 

5,223  .1829 

7,589  .1559 

7,063  .0933 

3,U55  .1211 

U,825  .0991 

5,058  ,0668 

1,806        ,0633          2,829  .0581 

502  .0066 

117  .ooia 

313  .006U 

87,369  1.32U9 

3U,959  1.3328 

52.958  1.2865 

■-  ■■  —  
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Appendix  Table  1$ 

Total  and  Unit  Packing  Costs  (Unadjusted) 

Mountain  View  Fruit  Association 
(Lemon  Department) 


19li6-l;9 


19li9-50 


1950-51 


[Boxes  packed 
|A11  fruit  handled 
[(Packed  box  equivalent) 


Materials 
Shook  (net) 
Wraps  and  labels 
Other 

Total  materials 


Labor 
Packing 
Supervision 
House 

Total  labor 


Miscellaneous 
Utilities 
Building  &  equip,  repairs 
Payroll  taxes 
Insurance  &  bonds 
Taxes  &  licenses 
Office  sv^plies  &  exp. 
Power 
Telephone 

Administrative  coram. 
Sunkist  provident  plan 
Auto  and  travel 
Decco  fruit  treating 
Other 

Total  miscellaneous 


Salaries 

Depreciation 

Interest 

Total  packing  expense 


35,887 


Expenses  1  Expenses 

(Per  annual  Unit  |(Per  annual  Unit 
statement)    costs  \  statement)  costs 


(Upland  Lemon 
packed  all  lemons 
of  Mountain  View 
this  year.) 


:  39,16U 
I  53,oU6 

i 

I  Expenses 
I  (Per  annual  Unit 
1  statement)  costs 


10,871 
3,058 
1»723 


$.3961 
.lllli 
•0628 


1^  li;,l65 
!  3,553 


559 
1,003 

■7U2 

liiaii 
3,6ia 

eux 

1,329 

20U 
266 
1,227 
Ux9 
830 
150 


.0156 
.0279 
.0207 
.039U 
.1015 
.0179 
.1370 

.0057 
.007U 
.03U2 
.0125 
.0231 
.00U2 


12,U58  .3U71 


568 
1,710 
1,509 
l,3lt8 
2,k20 

692 
2,031 

21U 

li26 
1,620 

U80 
1,325 

h2h 


5,368  .1U79- 


1,923  .o53r 


1,050  .0293 


6,0«7 


;.36l7 

.0907 
.0U68 


15,652 

.5703 

19,550 

.U992 

5,960 
2,322 
10,529 

.2172 
.O6U7 
.293U 

8,337 
2,569 
15,816 

.2129 
.OU88 
.2982 

18,811 

.5753 

26,7U2 

.5599 

.0111 

.0322 

.028li^ 
.025y 
.OU56 
.0130 
.0383 
.OOUO 
.0080 
.0305 
.0090 
.0250 
.0080 


lU,790  .2788 


ai57 


"109^2 


.0172 


j     55,202  1.7235 

73,131  1.5650 

i 
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Appendix  Table  l6 

Total  and  Unit  Packing  Costs  (Unadjusted) 

Old  Baldy  Citrus  Association 
(Lemon  Department) 


100. 


I9U8-U9 


I9U9-5O 


19^0-51 


Expenses 
(Per  annual 
statement) 


(Part  of  crop 
packed  by  Upland 
Lemon  Growers 
Assn.) 


Boxes  packed 

All  fruit  handled 

(Packed  box  equivalent) 


Materials 
Shook  (net) 
Wraps 
Labels 
Other 

Total  materials 


Labor 

Packing 

House  and  grading 
Total  labor 


Miscellaneous 
Power,  light,  water,  gas 
Insurance  i 
Taxes,  licenses,  SUC  and  OAB 
Building  &  equip,  repairs 
Telephone  &  office  expense 
Director's  fees  &  provident  plan  l/ 
TiTasher 

Refrigeration 
Lemon  admin,  committee 
Other 

Total  miscellaneous 


Salaries  1/ 

Depreciation 

Interest 

Total  packing  expense 


Unit 
costs 


U6,020 

Expenses 
(Per  annual  Unit 
statement)  costs 


8U,868 
130, 2U3 

Expenses 
(Per  annual  Unit 
statement)  costs 


$  18,0^3 
U,701 
281 
1,313 


9,619 
2U,9lU 


U,U22 
-695 

3,5Up 
92U 
■319 

liOOO 
1,357 

799 
850 
672 


3,10U 


1.3923 
.1022 
.0061 
.0285 


36,709 
8,6U6 

165 
U,9Uo 


2U,3U8  ,5291 


♦  2090 
.3215 


3U,533  .5305 


.0571 
.0090 
.0li57 
.0119 
.ooUl 
.0129 
.0175 
.0103 
.0110 
.0086 


lU,578  .1881 


6,703  .0»63 


16,102 

5U,20o 


70,302 


5,961 
813 
7,692 

1,2U7 

•766 
1,3U7 

•  211 

i,ia7 

I2U 


.0238 


,0U01 


85,111  l739^ 


2,900 


^.U325 
.1019 
.0019 
.0582 


5o,U6o  .59i;6 


.1897 

.Ia6i 


.6058 


.oU5e 
.0062 

.0591 
.0096 
.0059 
.0103 

.0016 
.0109 
.001c 


19,578  .1503 


7.991  ."osni 


13.970  .1073 


.022: 


165,201  1.5U17 


1/  Salaries,  director's  and  provident  plan  were  listed  in  Annual  Reports  as  one 
figure,  thus  the  proration  for  salaries  and  for  director's  fees  and  provident 
plan  are  approximations. 


Appendix  Table  1? 
Total  and  Unit  Packing  Costs  (Unadjusted) 


San  Dimas  Lemon  Association 


I9U8-U9 

19U9-50 

1950-51 

Boxes  packed 

All  fruit  handled 

(Packed  box  equivalent) 

Materials 
Shook  (net) 
Trsps 
Labels 

Nails,  lumber,  etc. 
Other 

Total  materials 

Labor 
Packing  house 

Total  labor 

Miscellaneous 
Light,  power,  water 
Building  &  equip,  repai 
Compensation  ins. 
Insurance 
County  taxes 
Social  Security  and 

st.  unempl,  ins,  tax 
office  supplies 
Lemon  adm.  comm. 
Fruit  processing 
Telephone  &  telegraph 
Other 

Total  miscellaneous 

Salaries 

Depreciation 

Interest 

Total  packing  expense 

1 

79,656 
130,651 

(Per  annual  Unit 

125,395 
163,637 

Expenses 
(Per  annual  Unit 
statement)  costs 

133, U21 
202,518 

Expenses 
(Per  annual  Unit 
statement)  costs 

$  3U,292  $.U305 
10,230  .128U 
328  .OOlil 
3,561  .0ltU7 
5,123  .06U3 

$  52,579  !|.Ul93 
13,116  .10U6 
•  737  .0059 
5,67ii  .0U52 
3,586  .0286 

1  U3,978  $.3296 
16,655  .12U8 
510  .0038 
5,111  .0383 
1,36U  .0102 

53,53U  .6720 

75,692  .6036 

67,618  .5067 

57,810  .UU25 

7U,8Uli  .U57U 

91,929  .H539 

57,810  .UU25 

7U,8hli  .I457I; 

91,929  .U539 

U,987  .0382 
r   6,239  .OU78 
2,071  .0159 
3,6U5  .0279 
5,728  .OU38 

T  om  onoo 
T  oKi  nnoA 

X , cP  1  .UU7O 

^  r\T7  mAo 
p,um  .ujoy 

5,266  .0322 
6iU6U  .0395 
3,30U  .0202 
2,315  .olUl 
6,UU;  .039U 

Ron  00^1 
1  )ir>9  nr)R6 

.0027 

9  n9T          m  9)1 

6,858  .0339 
8^830  .0U36 

It,5l3  .0223 
3,390  .0167 
6,768  .033ij 

5.681  .0281 
■  729  .0036 
l.k78  .0073 

567  .0028 
2  133  .0105 

3U,671  .265I1 

31,69U  .1938 

UO,9U7  .2022 

135UfO  .1031 

5,036  .03b5 

9,6U1  .05«9 

10,930  .05U0 

1,50U  .0115 

1,325  .00«1 

2,76B  .0137 

166,025  1.5330 

206,716  l.UOUU 

22U,276  1.2B03 

*  -  :xvt^: '  — 
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Appendix  Table  IB 
Total  and  Unit  Packing  Costs  (Unadjusted) 


Upland  Lemon  Grcfi'fers  Association 


I9U8-U9 

19U9-50 

1950-51 

Boxes  packed 

All  fruit  handled 

(Packed  box  equivalent) 

Materials 
Shook  (net) 
TiTraps 

Labels  &  paste 

Frost  separator  fluid 

Other 

Total  materials 

Labor 

Foreman,  house,  labor 
and  packing 

Total  labor 

Miscellaneous 
Utilities 
Repairs 

Insurance  and  bonds 
Taxes  and  licenses 
Office  expense 
Telephone 
Auto  and  travel 
Payroll  and  taxes 
Lemon  admin,  com. 
Truck  expense  (net) 
Fruit  treating 
Other 

Total  miscellaneous 

Sal  aries 
Depreciation 

330/025 
523,851 

(per  annual  Unit 

38i;,7ll4 
531,187 

Expenses 
^Per  annual  Unit 
statement)  costs 

1479,670 
728,587 

Expenses 
(Per  annual  Unit 
statement)  costs 

$  120^293  $.36U5 
33>918  .1028 
r,h$3  ,OOUU 
9-,U22  .0285 
18.215  .0552 

1  l6Ui655  e.U280 

U2il20  .1095 
2,U85  .0065 

22.215  .0577 

1  201^189  $.ia9i4 

51,389  .1071 
3,675  .0077 

26.161  .05U5 

183,301  ,555U 

231, U75  .6017 

282,UlU  .5887 

201,619  .38U9 

229,328  .U317 

315.766  ,143314 

201,619  .38U9 

229,328  .14317 

315,766  .I433I4 

9,391  .0179 
17>058  ,0326 
lUil96  .0271 
20^933  .OlOO 
1,998  .0038 
-  801  .0015 
1-,291  .0025 
6,0148  .0115 
5 -,306  .0101 
1^263  .002U 
7i978  .0152 
1,886  .0036 

11>U02  .0215 
18,9U6  .0357 
l5-,369  .0289 
21^1492  .0I4O5 
2',  838  ,0053 
1>102  .0021 
1^189  .0022 
7,013  .0132 
6,951  .0131 
-  551  .0010 
lliUl6  .0215 
2,26U  .00U3 

(Details  not 
available,.) 

100.533  .1893 

121,l4l5  .1666 

23,678  .OU52 

23,017  .0U33 

22,778  .0313 

65,205  .12U5 

67,3i40  .1268 

91,966  .1262 

Interest 

619  .0012 

U55  .0006 

Total  packing  expense 

562,571  1,279U 

651,693  1.3928 

83U,79U  I.3I46B 
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Appendijc  B 

Bases  for  Determining  Unit  Costs 

I,    Unadjusted  Unit  Cost  Calculations.— Although  the  bulk  of  fruit  received 
by  packing  houses  each  year  is  packed  for  shipment,  varying  annual  proportions 
of  low-grade  fruit  are  diverted  at  the  washer  (and,  in  the  case  of  lemons, 
also  out  of  storage)  to  by-products  plants.    Small  quantities  of  fruit  are 
also  sold  loose  (unpacked)  by  most  of  the  houses.    After  consultation  mth 
various  persons  familiar  vrith  accounting  procedures  and  problems  in  citrus 
packing  houses,  it  was  decided  to  grovp  total  expenses  in  packing  houses 
under  two  main  headings: 

A.    Direct  costs  incurred  in  packing  fruit,  vAiidi  vrould  include, labor  . 
engaged  in  packing  fruit,  and  packing  materials  (box  shook,  wrappers,  nails, 
etc.)«    Although  all  houses  made  a  rather  detailed  segregation  of  materials 
and  sv^jplies,  some  of  the  small  houses  lumped  all  labor  costs  together.  In 
two  of  the  larger  houses  and  two  of  the  smaller  houses,  however,  labor  costs 
were  segregated  under  packing  labor  and  general  labor.    Tests  showed  that, 
although  the  ratio  of  packing  labor  to  total  labor  costs  varied  somewhat 
from  year  to  year,  there  was  not  too  great  a  difference  in  the  ratio  between 
houses  in  any  one  year. 

In  order  to  segregate  packing  labor  from  general  labor,  the  ratios  of 
the  four  houses  were  averaged  for  each  of  the  three  years  as  follows: 


I9U8-U9  I9U9-50  19^0-^1 

Oranges — packing  labor  32%  38fo  lU 

Other  labor  6b%  6?%  ^6% 

Total  labor  ToWo  10^  100^ 

Lemons — packing  labor  3h%  3h%  3hr% 

Other  labor  66%  66%  66% 

Total  labor  10^  100%  100^ 


B,    Indirect  and  overhead  expenses  in  operating  packing  houses  and 
conducting  the  general. affairs  of  the  associations.    These  included  nonpacking 
materials  and  supplies,  nonpacking  labor,  salaries,  depreciation,  interest 
and  miscellaneous  expenses. 

Unit  costs  for  packing  only  were  calculated  by  dividing  the  direct  costs 
for  packing,  as  diown  in  the  annual  reports  of  the  associations  (modified  for 
some  houses  as  indicated  above),  by  the  total  number  of  boxes  pacl'ad  and 
shipped.    All  fruit  sold  loose  or  shipped. to  products  plants  was  converted 
for  each  house  to  a  packed  box  equivalent,  and  added  to  the  boxes  packed. 
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This  figure  was  used  as  the  divisor  for  determining  Tinit  costs  for  the 
indirect  cost  items.    The  packed  box  equivalents  for  orange  departments 
include  Valencia  and  navel  oranges,  grapefruit,  and  small  quantities  of 
miscellaneous  fruit«    Total  and  unit  costs  so  calculated  are  shown  in 
Appendix  B  as  \mad justed  costs  for  each  house, 

II,    Details;    1st  Adjustment,— The  comparability  of  cost  data  between 
houses  was  impaired  because  (a)  of  errors  made  in  determining  inventory  in 
two  housesj  (b)  the  manner  in  which  two  houses  handled  retain  income  for 
loose  or  by-products  fruit j  and  (c), differences  in  depreciation  rates  used. 
The  adjustments  made  in  total  costs,  and  hence  also  in  unit  costs,  for 
individual  houses  (1st  Adjustment)  were  as  follows; 
A,    Alta  Loma  Heights  Citrus  A^ssociation. 

1.  Labor  costs  for  the  orange  department  sbo^m  in  the.  annual 
reports  for  19h9-So  and  19$0-$1  were  increased  by  ^^6,862  and  $3,269, 
respeptively.    Similarly,  labor  costs  in  the  lemon  department  were  increased 
by  %Sf6Q$  and  l'8,Ul7,  respectively,  in  the  two  years.    These  amounts, 
representing  retains. for  by-products  fruit,  had  previously  been  credited 

to  the  labor  account,  a  practice  not  followed  by  the  other  houses, 

2.  Shook  costs  for  the  orange  department  in  1950-^1  vrere  increased 
by  ^^U,236,  and  other  packing  costs  by  $1,319.    These  increases  were  due  to 
errors  made  in  extensions  of  cost  figures  for  the  two  categories  of  expense. 

Another  $2,7U9  was  added  to  the  19^0-^1  cost  figures  for  shook, 
and  a  similar  amount  deducted  from  the  shook  cost  for  19U9-50.    A  comparison 
of  unit  shook  costs  for  19U9-^0  and  19^0-51  indicated  an  exceptionally  high 
cost  figure  for  the  earlier  year,  and  vice  versa.    A  recheck  of  the  19ii9-50 
inventoiy  data  disclosed  that  shook  to  the  value  of  5ii2,7U9i  charged  to  that 
year,  was  actually  carried  over  and  used  in  1950-5l« 

3.  Cost  of  wraps. —The  unit  cost  for  wraps  (lemon  department)  of 
$,0U21  in  19U9-^0  compared  with  |,lU20  in  I9U8-U9  and  $.09^1  in  1950-5l. 
Although  the  actual  reason  for  this  discrepancy  could  not  be  traced,  the 
manager  of  this  association  was  of  the  opinion  that  an  error  had  been  made 
in  the  inventoiy  for  19U8-U9,  that  year  being  debited,  for  wraps  actually 
used  the  follomng  year.    With  the  manager's  approval,  wrap  costs. for  the 
two  years  vrere  totalled  and  divided  equally  between  the  two  years,  thus 
giving  more  reasonable  adjusted  \mit  costs  for  wraps  in  each  of  the  two  years, 

U,    Depreciation;    Qrange  Department,— No  depreciation  expense  was 
provided  in  19U8-U9j  only  #U,310  was  provided  in  19U9-50  as  compared  with 
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$9)^13  in  19^0-51,    Inspection  indicated  that  the  latter  figTore  appeared  to 
be  reasonable  and  in  line  with  the  depreciation  charged  by  other  houses. 
Calculation  of  depreciation  for  previous  years,  needed  for  purposes  of 
comparison,  presented  several  difficulties  because,. had  nomal  rates  of 
depreciation  been  charged  in  the  two  previous  years,  several  capital  items 
would  have  been  completely  written  off  by  1950-5l« 

For  purposes  of  comparison,  the  book  values  for  the  beginning 
of  the  year  19U9-50  were  taken  as  a  base.    The  set  book  values  (original 
cost  legs  accum\ilated  depreciation)  that  would  have  been  written  off  by 
19^0-51,  if  normal  depreciation  had  been  charged  in  previous  years,  were 
segregated.    The  net  book  values  of  such  assets  were  divided  by  U,  assuming 
that  they  could  have  been  written  off  on  equal  installments  during  the  years 
19U7-i48  to  1950-^1.    A  flat  rate  of  2|  per  cent  on  buildings  and  10  per  cent 
on  equipment  was  charged  on  all  other  items.    The  depreciation  on  the  cost 
of  the  precooler  for  oranges  was  excluded  because  most  of  the  other  houses 
did  not  operate  precoolers.    The  following  represents  the  computation  of 
depreciation  for  the  year  19U9-^0, 

Buildings 


Old  building 
New  building 
Box  platform 
Cull  bins 


Stack  dumper 
Grading 
Conveyors 
Sizer  eqid-pment 


Washing  equipment 
Packing  equipment 
Office  furniture 
and  equipment 


Original  Accumulated 

cost  depreciation 

29^696  23',9$7 

60^69!;  1,13U 

1,232  37 

6U3  363 

Equipment 

7',U96  U67 

lli95U  '7UU 

23i271  liUUe 

20,139  5,927 


Net  book 
value 

5i737 
59i560 

1,19$ 
280 


7^029 
11,210 

21,823 
lU,212 


Computed 
depreciation 


Items  that  would  be  written  off 


7i701 
17,085 


7i687 
12,11^ 


•  lU 
U,970 


'7U2 
1,517 
31 

 16  - 

12,306 

Rate  10^ 

1,195 
2i327 
2,0lU  - 
 ;|6,286 

Rate  I  of 
N.B.V, 


2,152  1,738  hlU 

Mount  of  depreciation  computed 


l,2l42 
103 


$1.3U5 
',937 
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Adjustment  of  computed  depreciation  for  19U8-1;9  rras  arrived  at 

as  follows: 

The  original  cost  of  assets  at  the  beginning  of  19U8-U9  was 
1207,857,  or  *4h,hh^  less  than  at  the  beginning  of  19h9-^0,  vAiich  represented 
equipment  purchases  during  19ll8-U9»    Depreciation  on  this  amoutit  would  t)e 
$UUU«    The  depreciation  of  Cl9,937  for  19k9-SO  was  thus  red\\ced,  by  lUUU,  to 

$9,U93  for  I9U8-U9. 

In  19^0-51,  some  $2,736  of  packing  equipment,  on  which 
depreciation  would  have  been  $2lh,  was  retired.    The  19U9-50  base  computed 
depreciation  was  thus  reduced  by  '^27k,  to  give  ^^9,663  depreciation  for 
1950-51, 

5,  Depreciation;  Lemon  Department.— The  year  19?0-5l  was  again 
used  as  a  base  for  computation  of  depreciation  for  19U9-50,  the  procedure 
being  substantially  the  same  as  for  the  orange  department.  The  following 
tabulation  indicates  the  computations  made: 


Original 

cost 
— I  

Storage  and  air 

conditioning  bldg.  36,683 
Cooling  unit  3^177 
New  building  90^313 
Box  platform  l',232 
Old  building  20,^27 


Washing  and  packing  kO',h90 

Storage  fruit  conv,  17^606 

Grading  table  7ila2 

Air  conditioning  2U,U67 


Buildings 

Accumulated 
depreciation 


26,119 
2,U83 
2,679 
-  58 

19,289 

Equipment 

I8i579 
1,726 
•U06 
1,926 


Net  book 

value 
 jt  

10,56U 

■69U 
87i63U 
lil7U 
1,238 


21 i 911 
15 > 880 
6i906 
22,5ia 


Items  vn?itten  off 


Old  air  conditioning  19 > 830 
Office  fum.  &.  equip.  2,l52 


19il71 
1,738 


659 

lah 


Computed 
deprec^  2^% 

917 
•  79 
2,258 
31 

309  (i  of 

3759li  N.B.V.) 

Rate  10^ 

h;oh9 
1,760 
'7ia 

2;UU6 

Rate  ^ 
of  N.B.V. 

1^5 
loU 


Total  computed  depreciation  $12,859 
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About  $5,522  of  equipment  was  purchssed  in  19U8-i;9~iised  fully- 
only  in  folloTvlng  year.    Depreciation  at  10  per  cent  on  this  amount  would 
have  been  $552,    Depreciation  for  I9U8-U9  was  computed  as  $12,859-$552,  or 
$12,307j  1950-51  depreciation  was  computed  as  being  approximately  the  same 
as  for  I9U9-5O, 

B.    Etiwanda  Citrus  Fruit  Association,— The  board  of  directors  of  this 
house  followed  the  practice  of  providing  for  depreciation  on  a  per  box  basis. 
In  years  of  low  volume  of  fruit  handled,  this  resulted  in  a  lower  allowance 
for  depreciation  than  would,  have  been  set  aside  under  a  straight-line  basis 
of  computation.    In  19hQ-k9,  this  house  did  not  handle  oranges,  and  so  the 
full  depreciation  was  charged  against  the  lemon  department.    It  was  necessary, 
in  each  year,  to  increase  the  depreciation  allowance  using  as  a  rough  basis 
of  computation  2|  per  cent  on  buildings  and  10  per  cent  on  equipment.  The 
adjustments  for  the  three  years  were  as  follows: 

19U8-U9 

Original     Accumulated  Deprec,  provided  Computed 

cost        depreciation  by  board  depreciation 
 1    1   ^ 

Buildings  3U',690  3U',690  ~ 

Annex  b\u.lding  l>Ul9  I>l4l9 

New  basement  8,112  3^203  '  203  '  303 

Old  raach,  &  equip.  32>565  26,337  1,756  1,730 

New  equipment  U',071  '7^' 

Refrigeration  lii>U09  8-,830  1^109  li^Ul 

New  lemon  washer  22,295  h,19S  2,192  2.,229  , 

Total  to  lemon  department       5*057  6,110 

i9U9"5p 

Computation  for  19U9-50  same  as  for  I9U8-U9.    The  auditor  allocated  27.76. 
per  cent  of  total  depreciation  provided  by  board  to  the  orange  department, 
and  72, 2U  per  cent  to  the  lemon  department.    Using  the  same  percentage  basis 
for  the  higher  computed  figure,  this  would  mean  a  debit  of  $1,696  to  the 
orange  department  and  $U,Uli;  to  the  lemon  department, 

1950-51 

t  $  $  * 

Total  buildings 

and  old  eq\xip.  76^786 
Less  equip,  retired  2,826 

75>fS0  68,U02  1,16U  1,670 

New  equipment  5^827  "~  ff^ 

Refrigeration  lUiU07  lOiUUl  '667  l',uia 

Lemon  washer  22,295  7,3U7  l,ol7  2 -,229 

F7923 
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The  auditor  allocated  17.95  per  cent  of  depreciation  provided  by 
the  board  to  the  orange  department  and  82.05  per  cent  to  the  lemon  department. 
Using  the  same  percentage  on  the  higher  computed  figure,  the  depreciation  . 
for  the  orange  department  would  be  $1,063  and  for  the  lemon  department,  $U,860. 

C.  Mountain  View  Fruit  Association. — This  association  did  not  operate 
in  19kQ-h9,  its  fr\ait  being  handled  by  the  large  orange  and  the  large  lemon 
house.    In  19U9-50,  the  board  of  directors  provided  only  $3l5  for  depreciation 
in  the  orange  department  and  |1,923  in  the  lemon  department.    In  1950-5l,  the 
board  provided  $1,U3U  depreciation  of  the  orange  department  and  $5,OU8  for 
depreciation  of  the  lemon  department. 

A  computation  of  depreciation  allowing  for  2^  per  cent  on  buildings 
and  10  per  cent  on  equipment  for  195o-5l  resulted  in  figures  approximately 
equal  to  those  provided  by  the  board  of  directors.    As  no  new  equipment  was 
purchased  in  either  year,  it  was  decided  to  accept  the  board's  figures  for 
1950-5l  end  to  use  the  same  depreciation  data  for  19U9-50.    As  a  resxilt,  the 
depreciation  (1st  Adjustment)  of  the  orange  department  was  increased  from 
$3l5  to  ^1,U3U,  and  of  the  lemon  department,  from  $1,923  to  $5,OU8. 

D.  Old  Baldy  Citrus  Association. — A  situation  somewhat  similar  to  the 
above  occurred  in  the  Old  Baldy  Citrus  Association,    No  fruit  was  handled  in 
19U8-U9.    During  the  next  two  years  the  board  provided  for  depreciation  as 
follows: 

19U9-50  1950-51 

—  ~~ir~ 

Orange  department  2^888  U,577 

Lemon  department  1,8U3  13j970 

Total  U,731  18,5U7 

The  computation  made  by  the  authors  for  1950-5l  gave  figures  for 
total  depreciation  approximately  equal  to  those  provided  by  the  board.  The 
board's  figures  were  thus  accepted  for  1950-5l  as  allocated  between  the  orange 
and  lemon  departments.    Some  equipment  was  retired  in  1950-5l.    After  including 
the  value  of  such  equipijient  in  the  computation  for  19U9-50  and  using  the  same 
percentage  distribution,  depreciation  allocated  (1st  Adjustment)  was  $14,61^8 
for  the  orange  department  and  $lU,l65  for  the  lemon  department, 

E.  San  Dimas  Lemon  Association, 

1,    Retains  for  by-products  fruit. — This  association  deducted  $6.00 
a  ton  in  19hQ-h9)  ^7.50  a  ton  in  19U9-50,  and  $10  a  ton  in  1950-5l  on  all 
lemons  sent  to  the  by-products  plant.    This  house  followed  the  practice  of 
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crediting  the  income  so  obtained  to  various  operating  cost  accounts  and  not 
to  a  packing  house  income  account  as  was  done  in  most  other  houses..  The 
total  retains  for  by-products  fruit  deducted  in  each  of  the  three  years, 
and  the  acco\mts  to  vliich  such  retains  yrere  credited,  are  shovm  in  the 
following  tabulation; 

I9U8-U9        19U9-^0  19^0-^1 

i  i  i 

House  labor  11,275  12,U85  19^339 

Salaries  —  5iOU2 

Depreciation  —  l,80ii  li095 

Field  equip,  (deprec.)  r-  .  r-  lfhl2 

Total  amount  retained        11, 2 7^  lii,289  26,9^8 

For  purposes  of  comparison,  these  amounts,  except  the  two  items 
for  depreciation  in  19U9-50  and  l?50-5l,  were  debited  to  the  respective  labor 
and  salary  accounts  in  the  1st  adjustment  for  this  house.    The  items  for 
depreciation  were  excluded  because  adjustment  for  depreciation  was  computed 
separately, 

2,  Inventory  Adjustment.— A  carload  of  shook  received  toward  the 
end  of  I9U9-5O  was  charged  to  the  shook  expense  for  that  year,  but  not  shown 
in  the  end-of-the-year  inventory.    The  shook  account  for  19il9-50  was  decreased 
by  this  amount,  and  that  for  1950-5l  increased  by  the  same  amount  (1st 
Adjustment). 

3.  Depreciation, — This  house  ostensibly  followed  a  straight-line 
method  of  depreciation,  but  appears  to  have  varied  the  rates  of  depreciation 
allowed  each  year,.  Thg  depreciation  charged  i?i  the  annual  reports  was 
$5,036  in   I9U8-U9,  $9, 61a  in  19U9-50,  and  $10,930  in  1950-5l. 

For  purposes  of  comparison,  depreciation  at  the  rate  of  2^ 
per  cent  on  buildings  and  10  per  cent  on  equipment  was  computed  as  follows: 

Original       Accumiolated       Amount  Computed 

cost          depreciation    deducted  depreciation 
 1    1  1  5? 

I9U8-U9 

Buildings  (2^)                  lU6,6U5         113,020  1,200  3,666 
Equipment  (10^) 

Packing                            78,817           30^509  2,621  7,885 

Office                               6,037            3i972  226           '  60h 

Cooling  system                  38,UU6           l5,5oU  660  3,8UU 

Miscellaneous                        —                  —  329  -- 

15,999 

Less  amount  allocated  to  field  equipment  999 

Amount  computed  15,000 
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Original       Accumvilated       Amount  Computed 
cost  depreciation    deducted  depreciation 


T 


. 19h9-So 


Buildings  (2^)                  lU7,030         llUi220           3^859  3,676 

Equipment  (10^)                     71^11?            33^130            5,229  7,Ul2 

Office                                  6^578            U,197             '225  '658 

Cooling  system                     38,568           l6,l6U           2;l89  3^857 

11^502  15,603 
Less  credit  by-products  retains  li8oU 

"97^ 

Less  adjustment  '  57 

Amount  computed  (1st  Adjustment)  15,603 

■  1950-51 

Buildings  (2^)                  lU7,728         ll5,880           3,869  3,693 
Equipment  (10^)                         '  ... 

Packing                            86i500           36i267           5,6l2  8,65o 

Office                               6^720            Uil87              367  "672 

Cooling  system                  la, 868           18,331           2,2U8  Jtil87 

12,096  17,202 
Less  credit  by-products  retains               1 j075 

11,021 

Less  adjustment  '  91 

10,930  

Amotmt  conputed  17,202 

F»    ITpland  Citrus  Association, — No  adjustments  were  made. 

G,    Upland  Heights  Orange  Association,— No  adjustments  were  made. 

H«    Upland  Lemon  Growers  Association, — This  association  has  followed 
the  practice  of  depreciating  buildings  and/or  equipment  at  higher  than  usual 
rates  in  view  of  anticipated  obsolescence  of  buildings  and  equipment  that 
may  result  from  new  techniques  in  the  handling  of  fruit.    In  19U8-I1.9  this 
house  provided  for  depreciation  of  buildings  at  the  rate  of  5  per  cent,  or 
double  the  rate  used  for  computation  in  the  other  houses.    The  total  amount 
provided  for  depreciation  of  buildings  that  year, was  $27,565»  Computed 
depreciation  on  buildings  at  2^  per  cent  was  ^^13,6lU,    The  computed  depreci- 
ation on  equipment  was  approximately  the  same  as  that  actually  provided  by 
the. board.    The  total  depreciation,  as  shown  in  the  annual  statement,  was 
$65,205»    This  amount  was  reduced  by  .1513, 6lli  to  give  a  computed  depreciation 
of  $51,591  (1st  Adjustment). 

A  somewhat  similar  procedure  was  followed  in  19U9-50..  The  excess  amount 
provided  for  depreciation  of  buildings  was  computed  at  $13,192,    In  addition. 
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moveables  (trucks,  etc.)  were  depreciated  at  a  rate  of  about  30  per  cent. 
Using  the  more  usual  rate,  of  20  per  cent  would  reduce  depreciation  on. 
moveables  by  about  $2,082,  to  give  a  total  excess  depreciation  of  $l5j27U» 
The. depreciation  for  19U9-$0  was  computed  as  |67,3U0  (as  per  annual  report)  — 
$l5,27U  or  $^2,066  (1st  Adjustment), 

i»n  even  more  rigorous  policy  cf  depreciation  was  adopted  by  the  board 
in  19$0-5l,    Buildings  were  again  depreciated  at  a  rate  of  about  $  per  cent, 
but  equipment  was  depreciated  at  a  rate  in  excess  of  10  per  cent*  An 
approximation  of  depreciation  at  the  lower  rates  used  in  computing  depreciation 
for  the  other  houses,  was  to  use  9s  a  base  the  same  depreciation  as  was 
computed  for  19U9-50,  namely  ^|52,066,     In  19U9-^0  new  equipment. to  the 
extent  of  $h3,13$  was  installed,-  10  per  cent  of  this  would  be  $U,3ll;.  , 

The  computed  depreciation  for  1950-5l  was  thus  $^2,066  plus  |U,3lU, 
or  1^7,380,  as  compared  v-dth  $91,966  provided  by  the  board  for  that  year. 

Ill,    Details:    2nd  Adjustment, 

A,    The  primary  purpose  of  the  2nd  Adjustment  was  to  increase  the  costs 
for  19U8-U9  and  19U9-50  to  the  same  levels  as  for  1950-^1.    This  would  pemit 
a  more  valid  comparison  of  the  effect  of  volume  upon  unit  costs  during  the 
three  years.    In  other  words,  this  procedure  was  intended  to  eliminate  the 
effect  upon  unit  costs  of  changes  in  the  prices  of  cost  factors. 

Information  was  sought  from  various  sources  as  to  the  nature  and 
extent  of  price  changes  for  the  various  items.    The  basic  data  used  vrere 
the  costs  shown  in  the  group  of  tables  under  the  heading  of  1st  Adjustment, 
The  percentage  increases  by  cost  categories  for  19li8-l;9  and  19^9-^0  are  shown 
in  the  following  tabulation: 


Percentage  Percentage 
increase  increase 
19U8-U9  19U9-50 


Tfraps                                     12.92  lh,08 

Labels                                   8;ll  8,11 

Other  materials                       20.06  9.32 

State  and  county  taxes  10, US  6,63 
Office  supplies, 

telephone,  telegraph            l6»38  11,70 

Building,  equip,  repairs         ll,i4.9  7,80 

Salaries                                     5.00  5.00 


No  changes  from  the  data  shown  in  the  1st  Adjustment  group  of  tables 
were  made  for  utilities,  payroll  taxes,  directors'  expenses,  insurance  and 
bonds,  auto  and  travel,  fruit  processing,  depreciation,  and  interest. 
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B.    Shook  Costs<— The  net  amounts  paid  by  associations  to  the  Fruit 
Grovrers  Supply  Company  for  shook  in  each  of  the  three  years  were: 

I0U8-U9  I9U9-5O  1950-51 

Oranges 

Billing  out  price  per  box         UO.UU^  UO.Uh^  UO.UU^ 

Patronage  refund  per  box           S,06(^  6«170  h»hli 


3Ft3W         3lu27?  36.03(4 


Lemons 


Billing  out  price  per  box        1;2.89#  li2.89?S  U2,89^ 

Patronage  refund  per  box  5»36^  6,50^  u»67^ 

37.53^5         36.39(4  38.22^ 

In  the  2nd  Adjustment,  shook  costs  were  computed  by  multiplying 
the  net  costs  per  box  shown  above  by  the  number  of  boxes  of  oranges  and/or 
lemons  packed  by  each  house  during  each  of  the  three  years  under  study. 


